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15 September 2006

Securities and Exchange Commission

Division of Corporation Finance

Office of International Corporate Finance |

450 Fifth Street, NNW.
Washington, D.C. 20549
UNITED STATES OF AMERICA .

Dear Sir/Madam

ISSUER: ~ ORIGIN ENERGY LIMITED

FILE NO: 082-34934

In accordance with the exemption issued pursuant to Rule 12g3-2(b) of the Securities

L

~ 06018100

Exchange Act of 1934, please find enclosed copies of all documents made public in ,
Australia or furnished to the Company’s shareholders for the period 13 September 2006 to '
30 October 2006 This includes documents that Origin Energy Limited:

(1)  makes or is required to make public. pursuant to the Corporations Law of Australia;

(2) distributes or is required to chstnbute to the holders of its securities; and
(3) files or is required to file with the Austrahan Stock Exchange (“ASX”) or the

Australian Securities and Investments Commission (“ASIC”).

If you require any further information please do not hesitate to contact me.

Yours faithfully

e Henry
Company Secretarial Serwces Manager

02-8345 5441 - sue.henry@originenergy.com,au

Origin Energy Limited ABN 30 000 031 696 = Level 45, Australia Square, 264-278 George Street Sydney NSW 2000
GPO Box 5376, Sydney NSW 2001 » Telephone (02) 8345 5000 « Facsimile (02) 9252 9244 « www.originenergy.com.au
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| Te . - Company Announcerﬁeni:s Office .
| Company: ‘Australian Stock Exchange Limited - = l Date September 2006
| From . Bill Hundy R | Pages 3 ;
| subject  APPENDIX 3Y NOTICE"
¥
'Pleas‘e_ find'attac_hed‘- an Appendix 3Y'- Change of Director’s Interest Notice for: o
+ GAKing - i
: - i
i
‘Regards_ - c o _ , ‘
Bill Hundy . 0 ' '

Company Secretary

02 B345 5467 - bill.hundy@originenergy.com.au
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Origin Energy Limited ACN 000 051 696 » Level 45 Australia Square 264-278 George Street, Sydney NSW 2000
GPO Box 3375, Sydney NSW 2001 « Telephone (02) B345 5000 » Facsimile (02) 9252 1566 « WWwW, anginenergy com.au




Appendix 3Y
Change of Dlrector s Interest Notice

Rule 3.194.2

© Appendix3Y

. - } . ’ [ ’
L. Change of Director’s Interest Notice
lnformario;f or documenis not availuble now musi be given to ASX as soon as available: Information and
documents given to ASX become ASX's property and may be made public. o

]

Introduced 30/9/2001.

Name of entity . ORIGIN ENERGY LIMITED

ABN 30 000 051 696

We (the entity) give ASX the followmg information under listing rule 3.19A.2 and as agenl for the
. director for the purposes of scctlon 205G of the Corporations Act.

Name of Director - _ Grant A King

Date of last notice - | 21 March 2006

Part 1 - Change of director's relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: Provide details of the circumstances giving rise to the
relevant interest.

Fund
s Fabco Investments Pty Limited

Direct or indirect interest Direct and Indirect
Nature of indirect interest . Shares held in: .
(including registered holder) e Austrust G A ng Private Superannuatlon

Date of change : 11 September 2006 — Options Issue
14 September 2006 — Options Exercise & Sharel
‘ Sale
No. of securities held prior to change 33,556 Ordinary Fully Paid Shares held
: directly
211,213 Ordinary Fully Paid Shares held
: ’ indirectly
2,250,000 Origin Energy Limited Options |-
.- held directly
. Class Options
' Ordinary Shares
Number acquired 500,000 Options (Options Issue)
500,000 Ordinary Shares (Options Exercise)
Number disposed 450,000 Ordinary Shares -
+ See chapter 19 for defined terms.
30/9/2001 Appendix 3Y Page |




Apbendix‘ Y
Change of Director’s Interest Notice .
L i

Value/Consideration . ) ' 500,000 Options issued with an exercise price of
Note: If consideration is non- -cash, provide details and 36‘ 50 expiring 11 September 2011

estimated va]uation 1' ’ .

500,000 Options exercised — exercise price
$3.036826 per share

450,000 shares sold @ $6.308 per share
i .

No. of securities held after change ' -33;,556 Ordinary Fully Paid Shares held

i directly
261,213 Ordinary Fully Paid Shares held
) " indirectly
2,250,000 Origin - Energy Limited Options
held directly
Nature of change |

Example: on-market trade, off-market trade, exercise of ]ssue of OpthllS pursuant to the rules of[he '

options, issuc of securitics under dividend reinvesunent plan,

participation in buy-back Ongm Energy Senior Executive Option Plan,
Shares issued and sold on market following the
exerc1se of options under the Semor Executive
Option Plan.

Part 2 ~ Change of di_re'ctor’é interests in contraqts
i

Detail of contract ) N/A ) ‘
_ |
Nature of interest : | N/A !
. . “ " {
Name of registered holder - N/A

(if issued securities)

Date of change . N/A

Ne. and cléss of securitiés to which | N/A

interest related prior to change
Note: Details are only required for a centract in
relation to which the interest has changed

Interest acquired : N/A
Interest disposed : | N/A
Value/Consideration N/A

Nete: If consideration is non-cash, provide details
and an estimated valuation

Interest after change N/A

+ See chapter 19 for defined terms.

Appendix 3y Page 2 30/9/2001
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I To . ébmpany Announcements Office 1300 3;60'201A=-
v ~

l Company Austrellan Stock Exchange Limifted | Date 19 September 2006

. . - i ‘

| From  Bill Hundy | | Pages ~ 3

| subject  MEDIA RELEASE

This Transmittal is confidential,

For your infermation, please find attached a'media release entitled “Queensland
-. Government. welcomes Spring Gully pomiar station assessment" ’

Regards

/@%&,«

Bill Hundy

Company Secretary

02 8345 5467 - bill.hundy@originenergy.com.au

Origin Energy Limited ACN 000 051 696 » Levei 45 Australia Square, 264-278 George Street, Sydney NSW 2000
GPQ Box 5376, Sydney NSW 2001 » Telephone {02) 8345 5000 » Facsimile {02) 9252 1566 * www,originenergy,com.au

,

If you have received this document in erfor. plea‘se contact Origin Energy immediately,
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ASX/Medla Release

19 September 2006

'+

Queensland Government welcomes Sprmg Gully power
station assessment

Origin Energy Power Limited (*Origin') has received advice from the Queensland
Government's Co-ordinator General that the Spnng Gully Power Statlon be approved to
proceed.

The announcement was confirmed today by Queensland Deputy Premier and Minister for
Infrastructure, Anna Bligh, who welcomed the Co-ordinator General’s recommendation on the
proposed development of a nominal 1,000MW coal seam gas fired power station to be
collocated at Origin’s Spring Gully Coal Seam Gas Plant, 80 km north of Roma,

The Co-ordinator General’s recommendation is a precursor to receiving a final approval for
the power station in the form of a development approval from Bungil Shire.

The recommendation comes as the culmination of more than two years Of project
development and consultation. Origin has been present in the central Queensland region for
more than 30 years, most recently as a result of the development and operation of its coal
seéam gas development at Spring Gully where over $314 million has been.committed.

“Securing Government support is an essential step in the project’s evolition. Once
development approval is received for the project, the next milestones will be securing costs
for a plant design that meets the requirements set out in the development approval, followed
by a decision by the Board of Origin Energy whether or not to proceed to-construction of the
power station,” said Origin's Managing Director, Grant King.

The Origin Board will consider the future of the Project in the March quiarter of 2007.

Should the power station proceed and be fully developed it would represent Origin’s single
largest investment in Queensland and would bring Origin’s total investment in Queensland to
over $1,800 million since the company listed in 2000.

“We're very pleaSed with this recommendation from the Co-ordinator General, confirming
that we have met the environmental and consultative requirements necessary for the project
to proceed. ‘We believe the project has the potential to result in significant benefit for the
local region, Queensland and the national electricity market,” Mr King said.

“We would particularly like to thank the landowners, local shire council and government
authorities who have assisted us over the past two years to develop a power station concept
that satisfies these requirements. We look forward to continuing to work w1th those
stakeholders as the project progresses,” Mr King said.’

Once development approval is obtained and Origin decides to proceed, construction would
take a further two and a half years - in time to meet the currently forecast demand for extra
electricity generation capac1ty The project is expected to be constructed in two 500MW -
stages.

1/2

Origin Energy Limited ABN 30 000 051 696 « Level 21 Melbourne Central 360 Elizabeth Street Melbourne VIC 3000
GPO Box 186 Melbourne VIC 3001 » Telephone (03) 9652 5555  Facsimile (03) 9652 5536 » www.ariginenergy.com. au
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For further mformatlon please contact:

For Media’

l
Wayne Gregory S '
National Manager Public Affairs }
Ph: 03 9652 5886 .
Mobile: 0419 587 375 [

For Investors

Gary Stanford
Executive General Manager, Corporate Development
Ph: 02 8345 5105

Mobite: 0419 519 257

t

! .
About Origin Energy - With a history dating back 140 years, Origin Energy is a leading Australian energy provider
and participant in most segments of the energy!supply chain, including natural gas and oil exploration and
production; power generation; energy retafling andfrrading; and asset management services, Origin Energy supplies
energy to more than 2.1 miltion Australian homes and businesses and employs over 3,200 people,

Origin in Queensiand at a glan&e'
" Has invested over $800 mitlion in oil and gas producnon exploration and power generation since 2000

Employs 620 Queenslanders in its oil and gas and LPG businesses
", Nationat head office for the Exploration, oit and gas production and LPG business

invested over $314m .
Is the leading producer of coal seam gas in Queenstand supplying over 30% of Queensland s naturel gas needs
and has an active exploration program dritling to secure additional reserves.
Cwns and operates the Roma and Mt Stuart Power Stations
Manages over 2,600km of gas distribution prpelmes
Retails natural gas to over 89,000 customers -
Supplies 113,000 customers with LPG across Queensland
~ Seeking approval for a 1,000MW power station. at Spring Gul ly, near Roma

t

2/2

Owns and operates the Spring Gully Ges Pfont in Centrat Queensfand where by September 2007 it will have .




.' . allow the market time to assess the contents of your announcement. “Pre-open” is approx. 10 minutes for most o
" announoements but can be 50 minutes (approx) for takeover|announcements.

S ?;

AUSTRALIAN STOCI(.D(C! IANGL

Auﬁrahan Stock Exchangs leﬁsd
ABN 98 008 624 691
. . Exchange Centrs
) . : . . Level 4 , 20 Bridge Street
FACSIMILE . _ _ : _ Sydney NSW 2000
Department: COMPANY ANNOUNCEMENTS OFFICE © - PO Box Hezs '
: . ' S - Australia Square
DATE: 20/05/2006 ' ; NSW 1215 _
TIME: 14:04:50 . - ' - . Talephone 612 9227 0334 | .
o ' : ' . ' Internet hipJ/fwww.aex.com.ay
TO: ‘ORIGIN ENERGY LIMITED * ° DX 10427 Stock Exchange Sydney
FAXNO:  02:9252-1566 o 0o SR . . 1 3
FROM: = AUSTRALIAN STOCK EXCHANGE LIMITED -.Company Announcements Office *

. SUBIECT: 'CONFIRMATION OF RECEIPT AND RELEASE OF ANNOUNCEMENT .
N P | 3

MESSAGE: - N L : : R
We confirm the receipt and release to the market of anlannouncément regarding:

Hovea 12 Oil'Development Well Commences

H ASX consnders an announcement to be sensltlve, tmdlng will be halted for 10 minutes.
If your announcement is classified by ASX as sensitive, your company’s securities will be placed into “pre-open”
status on ASX’s trading system. This means that trading in your company’s securities is temporarily stopped, to

" Once “pre-open” period is completed, full rading of the company"s securities recommences. .

PLEASE NOTE:
In accordance with Guidance Note 14 of ASX I_.Istmg Rulcs, it is maudatory to elodge aunounccments using

~ ASX Online. Fax is avallablc for €MErgency purposes and costs A$38.50 (mcl GST) The only fax number touse . .
.18 1900 999 279, o '




- genergy
l' To Company Announcements Office - - I:acsimile 1300 300 021
Bompany Australian Stock Exchange Limited IEte 20 September 2006
: —
LFrom Bill Hundy . ) ! ' [ Pages 2

i
HOVEA 12 OIL DEVELOPMENT/WELL COMMENCES ONSHORE PERTH BAS!N

WESTERN AUSTRALIA |

Please find attached a report regarding the commencement of the Hovea 12 Oit
Development Well, onshore Perth Basin, Western Austraha

Regards

Bill Hundy

Company Secretary _

02 8345 5467 -

I
|
o
|
3
|
|

bill.hundy@originenergy.com.au

r—— —— e

1/1

Origin Energy Limited ACN 000 051 696 » Level 39, AMP Centre 50 Bridge Street Sydney NSW 2000
GPO Box 5376, Sydney NSW 2001 » Telephone (02) 9220 6400 » Facsimile (02) 9235 1661 » www.originenergy.com.au
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AASX Release

20 September 2006

'Hovea 12 Oil Development Well Co_mménces Onshore

Per’th Basin, Western Australia

Orlgm Energy Limited adv1ses that operations at the oil development well Hovea 12,

- operated by ARC Energy Limited and located in the onshore Perth Basin L1 permit,

commenced at 21:00 hours WST on Tuesday, 19 September, using the Century 18
drilting rig. Operation at 06:00 hours WST today was drilling ahead at 233 metres

.measured depth.

Hovea 12 is located approximately 16 kilometres east-southeast of the township of

Dongara. The primary target is the Late Permian Dongara Sandstone, the main ofl-
producing reservoir in the Jingemia, Hovea and Eremia flelds

Hovea 12 is deszgned to intersect the Dongara Sandstone as near to the structural
crest of the Hovea oil field as possible, which may be up to 20 metres updip from
existing Hovea wells. Hovea 12 is being drilled directionally and is prognosed to
intersect the top of the Dongara Sandstone at approximately 2,274 metres measured
depth at a subsurface location approxlmately 1,090 metres north of the surface
location. -

Surface co-ordinates fof the Hovea, 12 drilling location'are as follows:

Latitude:  29° 19’ 06.96” S
Longitu'de' 115°02’ 33.15" E

The well has a planned total depth of approx1mately 2,476 metres measured depth

~ and is expected to take 24 days to drill.

Participants in L1 and L2 (excluding the Dongara, Mondarra and Yardarino fields) and
Hovea 12 are: :

Origin Energy Developments Pty Ltd* 50.00%
ARC Energy Ltd (Operator) ~ 50.00%

* A wholly owned subsidiary of Origin Energy Limited

For further information contact:

Paul Zealand

General Manager — Qil and Gas Product1on

Origin Energy

Phone: {07) 3858 0681

Email: paul.zealand®@upstream.originenergy.com.au

Origir; Energy Limited ABN 30 000 051 696 » Level 45 Australia Square, 264-278 George Street Sydney NSW 2000
GPO Box 5376, Sydney NSW 2001 « Telephone (02) 8345 5000 « Facsimile (02) 9252 1566 » www.originenergy.com.au

e




ASX'

’ AUSIRAUAN STOCI( D(CIMNG[

. . s ) Australian Stock Exchanga L:mntad
‘ : | . ) ' . ABN 98 008 624 691 .
. = { ) ' Exchange Centre -
' - : NN ' T . Leval 4 , 20 Bridge Street-
- FACSIMILE . o : . . . Sydnay NSW 2000
Department: COMPANY ANNOUNCEMENTS OFFICE  POBoxHZze
A o ‘ ’ ' ) _Australia Square
- ‘DATE:" 27/09/2006 | NSW 1215
TIME: X 093 0_5 p { Telaphorie 612 92270334 '
o o : ! . Intemet htpffwowasx comau
© TO: : ORIGIN ENERGY LIMITED N " DX 10427 Stock Exchange Sydney
- FAXNO: 02-9252-1566 ' l _
FROM:. . AUSTRALIAN STOCK EXCHANGE LIMITED Company Annocuncements Ofﬁcc ' '

i I
SUBJECT: CONFIRMATION OF RECE[PT AND RELEASE OF ANN OUNCEMENT

!
MESSAGE: . . ' L :

We confirm the receipt and release to the market of an:announcemgn_t regarding:
: : | _

Contact Energy:Relinquishrnent ofPetroleum Exploration Permit -
| | I | . V .' .ot .- ’ ' ! |

If ASX consuiers an announcement to be sens:tlve, trading will be halted for 10 minutes.

If your anriouncement is classified by ASX as sensitive, ycmr company’s securities will be placed into “pre-open”.
status on ASX's trading system. This means that trading i m.you: company’s securities is temporarily stopped, to
allow the-market time to assess the contents of your announcement. “Pre-open” is approx. 10 minutes for most
announcements but can be 50 mmutcs (apprex) for Lakcovcl; announcements.

Once “prc-opcn'.’ pcriod is completed, fuil trading of the company’s securi[ies feCOmmEnces..

PLEASE NOTE: . :

In accordance with Guidance Note 14 of ASX Listing Rules, it is mandatory to elodge announcements using
ASX Online. Fax is available for cmcrgcncy purposes and costs A$38.50 (incl. 'GST). The only fax numbcr to use
is 1900 999 279
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‘AExchange by Contact Energy letted

' Régards

. Bill Hundy
Lompany Secretary

S

Yenergy
l To -Cbmpany Announc'émentsfoic.fe . ' _ | Facsimile . 1300 300 021 :
. . i . Y- . ot . o . !
_ l Company  Australian Stock Exchange Limited ' | Date 29 September 2006
[From . Bill Hundy o  |paes 7. ;

! : . o
CONTACT ENERGY RELINQUI{SHMENT OF PETROLEUM EXPLORATION

Subject . pERMIT . . - .

[

Attached heréwith is a copy of an announcement released to the New Zealand Stock

Origin Energy has a 51.36% interest in Contact Energy Lim_ited. .

02 8345 5537 - bill.hdn.c!;'@c;ﬁqinenerqv.com.a'u

Origin Energy Limited ACN 000 051 696 » Level 45 Australla Square, 264- 278 George Street, Sydney NSW 2000 .
GPO Box 5376, Sydney NSW 2001 « Telephone (02) 8345 5000 « Facsimile (02) 9252 1566 + www.originenergy.com.au
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contacT

27 September 2006

Contact relinquishes petroleum exploration permit '

Contact Energy announced today that it. has: decided to relinduish its ‘interest in
petroleum exploration permit PEP38493, in the offshore Taranaki Basin. The permit
was awarded in 2004, .

' Contact purchased existing data over the permlt and shot its own selsrnlc data over
- the permlt area early in 2006

Followmg detailed anaIySIS of seismic and other data, Contact has decnded not to
proceed to the next step of dr:lllng a well. : o

R
The permit will therefore be retumed to the Crown. '

The.decision to relmqwsh the permit will have no financial |mpact on’ Contact as the
historical costs assomated with the permlt were written off as mcurred '

'Contact Chief Executive, David Baldwm said the company remalned focused on

securing a stable, long-term supply of natural gas He said the return of this permit

~would not prevent Contact from looking at future upstream opportunities.

For more information:

Jonathan Hill - Co
Corporate Communlcatlons .
04 462 1285
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notice of annual meetin

A. Chairman’s Introduction

B. Chief Executivé Officer’s Review

Shareholder Proposals _
C Resolutions 1 to §: Ordinary Resolutions (details of the
. Shareholder Proposals and the Board of Directars’
responses are set out later in this notice)
To consider and, if thought fit, to pass the following
ordinary resolutions:

Removal of Independent Directors from office
That: -

1. “Mr P Pryke be remaved frbm office as a director of _ -

Contact Energy Limited.”.

" 2. “MrT. Saunders be removed from office as a director
of Contact Energy Limited.”

3. “Mr J. Milne be removed from office as a drrecror of
Con tact Energy Limited.” '

Arrangements with Origin Energy -

4. “That any grrangement in existence between the
current Chief Executive and Origin Energy be terminated,
ar, if the Company is unable 1o effect that termination,
that the Chief Executive be replaced as soon as is
practicable with a new Chief Executive who does not
have any arrangement with Origin Energy.”

5. “That the Company in future not place anyone in the
role of Chief Executive who has any arrangement

o with Origin Energy, while it is the largest sharehofder
in the Company.”

6. “That the Company establish a committee comprising

. the independent directors, the Chief Executive {if the .

- - Chief Executive does not have any arrangement with
Origin Energy) and any other senior executives who ‘
may be required from time to time, to provide a
forum in which Directors can discuss, in the absence
of Origin Energy-nominated Directors, matters
" reiating to ongoing or proposed relationships with

Origin and that that committee be authorised,

.without the need for Board approval, to make public
statements with respect to those relationships.”

Costs associated with merger proposal .
7. “That Contact Energy Ltd attempt, by all means

possible, to recover from Origin Energy the $8.6 million -

dollars cost to Contact shareholders of the recent
attempt by Origin to gain further control of Contact.”
8. “That until such time as the $8.6 million doliars cost of
the abandoned “merger” is recovered, directors fees
payable by Contact be reduced by $500,000 dollars
per annum.” ’

2 contact epergy limited

Business

D. Finz_ancial Statements

In relation to Contact’s Annual Report for the year
ended 30 [une 2006, to receive Contact’s Financial
Statements for.that period, and the audltors report on
those Financial Statements. ' .

E. Shareholder Questions (explanatory notes relating to
this matter are set out later in this notice)

" Consideration of any shareholder questions submitted
prior to the Annual Meeting.

F. Resolutions 9-11: Ordinary Resolutions {explanatory notes
relating to these resolutions are set out fater in this notice)

' To consider and, if thought fit, to pass the following
ordinary resolutions:

Auditors
9. That Contact's Board of Directors be authorised to
. fix the auditors' remuneration.

Re-Election of Directors
10. That Grant King be re-elected as a director of Contact.

11. That Bruce Beeren be re-elected as a director of
Contact. : T

G. Resolution 12: Special Resolution {explanatory notes
_ relating 1o this resolution are set out later in this notice)

To consider and, if thought fit, to pass the following
special resolution:

Adoption of New Constitution
+ 12.That the constitution tabled at the meeting, and
signed by the Chairman of the meeting for-the
purpose of identification, be and is hereby adopted
as the constitution of the company; in substitution
for the present constitution of the company.

An ordinary resolution is a resalution that is approved by a
simple majority of the votes of those shareholders entitled

to vote and voting on the resolution. A special resolution is .
a resolution that is approved by a majority of 75% of the

vates of those shareholders entitled to vote and voting on
the resolution. :

Light food and refreshments will be served at the
conclusion of the meeting.

Eligibility to vote

Any shareholder whose name is recorded in the Contact
Energy Limited share register at 10.30am {New Zealand
time) on Tuesday 17 October 2006 is entitled 1o attend the
Annual Meeting and vote either in person or may appoint
a proxy or corporate representative {in the case of a
corporate shareholder) to attend and vote instead of that
shareholder. '



Casting Your Vote
_You may cast your vote in one of two ways:

1. Personal attendance

“If you wish you can attend the Annual Meeting and vote.
You should bring the Voting / Proxy Form enclosed in this
pack with you to the meeting as voting will be by way of a
poll; or )

2. Proxy or corporate representative

If you do not plan to.attend the meeting, you can appoint
a proxy or corporate representative (if the shareholder is a
body corporate) to attend the meeting and vote on your
behalf, ‘

The Voting / Proxy Form appointing a proxy or

corporate representative must be received by 10.30am
{New Zealand time} on 17 October 2006 at Computershare
Investor Services Limited, Level 2, 159 Hurstmere Road,
Takap'una. Private Bag 92119, Auckland 1020, fax .
{09) 488 8787. A proxy/corporate representative need not
be a shareholder of the company.

Please note that it is mandatory to tick one box for each
resolution in Part C of the Voting / Proxy Form, If no box
is ticked in relation to a resolution, the vote on that
resolution will be treated as ‘abstain’.

If you do not plan to attend the meeting you should

complete the Voting / Proxy Form and return it as soon as
possible.

l
i
1
!
.
?
|

Share;- registrar

Address details for Contact’s share registrar are:
Computershare tnvestor Services Limited
leve‘l 2, 159 Hurstmere Road,
Private Bag 92119, Auckland Mail Centre,
Auc}land 1020
Telephone 64 9 488 8777 .
Facsimile 64 9 488 8787

i
|
!
1
‘i
|

G King, Chairman, on behalf of the Board of Directors,

7 Se;:gtember 2006

Your Voting / Proxy Form is in the envelope marked “important information enclosed”.

notice of meeting 2006 3



explanatory notes

These.explanatory notes relate to business items C, E, Fand G.

.C. RESOLUTIONS 1-8: SHAREHOLDER PROPOSALS

The statements from the shareholder propesing resolutions
1-3, the New Zealand Shareholders’ Association
Incorporated {"NZSA™) of Auckland (PO Box 6310,
Wellesley Street, Auckland}, the shareholder proposing
resolutions 4-6, Trustees Executors Limited of Wellington
(PO Box 10519, Wellington) {on behalf of Brook Asset
Management limited) and the shareholder proposing
resolutions 7 and 8, Milton Trustee Limited of Auckiand -
(PO Box 10316, Dominion Road, Auckland) are set out in
full below, Board statements responding to the statements
are also set out below.

Shareholder Statement from the NZSA in
support of resolutions 1, 2 and 3

“Consequent on the failure of the Origin offer, which was
not supported by shareholders of Contact Energy Limited,

. the independent directors have demonstrated either

+ an inability to represent the interests of shareholders (in
allowing the offer to proceed) or ’

o an inability to communicate effectively with
shareholders (in failing to convince shareholders that
" the offer was acceptable).

Either one of these failures is fundamental to their position,
representing the interests of sharehoiders. Accordingly,
they can not remain.” '

Board Statement in Response
The Board does not support resolutions 1, 2 or 3.

By way of clarification, the merger proposal was a mutual
agreement between the Independent Directors of Contact
Energy and the board of Origin Energy. It was not an
“offer” from Origin, as suggested by NZSA.

The Board rejects the proposition that the Independent
Directors demonstrated an inability to represent the
interests of shareholders in allowing the merger proposal
to proceed. On the contrary, once the Independent
Directors had determined in their opinion that the merger
proposal was in the best interests of Contact’s
shareholders, they had a responsibility to develop the best
possible proposal and put it before shareholders.

The Board considers that two events illustrate that the
independent Directors represented the interests of
shareholders. First, the increase in Contact’s share price
after the merger proposal was announced and the
subsequent fall in Contact's share price after the merger
proposal was terminated illustrates that the merger
proposal had merit and therefore was appropriately put
forward for consideration. Second, the fact that, when
asked, Origin refused to improve.the terms of the merger

4 contact energy limited

proposal illustrates that the best possible merger proposal
terms had been agreed. '

The Board also rejects the proposition'that the
Independent Directors demonstrated an inability to
communicate effectively with shareholders in failing to
convince them that the merger proposal was acceptable.

The Independent Directors have advised the Board that
they were disappointed with the uninformed criticism from
the media and from certain stakeholders, notwithstanding
the Independent Directors’ regular communication with
both retail and institutional shareholders and other '
stakeholders. This environment did not serve the interests
of the bulk of Contact’s shareholders who deserved a more
considered and informed discussion of the issues and
opportunities presented by the merger proposal. The
Independent Directors consider that such entrenched and
oppaositional views do not serve the financial markets in
New Zealand well. Such an environment also discourages
boards from placing value-enhancing opportunities before
shareholders for open debate and resolution by shareholders.

Shareholder Statement from Trustees Executors
Limited in support of resolutions 4, 5 and 6
“QOrigin Energy owns 51.4% of Contact. Three of Contact’s
six directors are Origin appointees including Contact’s
Chairman who is alsa the CEO of Origin. This means that if
the Origin directors do not agree to the Company taking
any step, it will not happen.

The nature of Contact's Chief Executive's employment is
that he is seconded from Qrigin even though he was
employed expressiy for the Contact CEO role and was not,
prior to his Contact appointment, an Origin employee.
Origin is a major prospective supplier of fuels {natural gas)
to Contact. Origin has also publicly disclosed that it intends
to investigate the construction of electricity generation
plant in New Zealand. Origin is therefore not only a major
prospective contractual supplier to Contact but also a
potential competitor. Origin appointees on the Contact
Board are privy to commercially sensitive information that
may disadvantage Contact in its dealings with Origin or,
afford Origin a competitive advantage.

In such circumstances, Origin’s board appointees have a
conflict of interest, as has the CEO given the nature of his
employment arrangements. Minori ty shareholders
therefore need a forum - the proposed independent
committee ~ in which independent directors can consider
their interests and can obtain advice from independent
executive management, without any Origin influence. The '
independent committee therefore also needs the
involvement of an independent Chief Executive,

it is inappropriate for a supplier and competitor to have
such a level of influence over Contact and these measures



are designed to redress that imbalance.

If such measures are thought appropriate for Woodside
Energy fan Austrafian energy company) in relation to Sheli,
which only has @ 34.3% inierest in Woodside, then they are
even more appropriate for Contact with its controlling
shareholder. We further refer shareholders to the
Governance regimes pul in place by Coca Cole Amatil and
Caltex in Australia with respect 1o related party
transactions. We note that Chevron owns 50% of Caltex,
yet there is a clear majority of independent directors on the
board. This is' regrettably not the case at Cohtact.

It is afso important that the committee have the power to
issue its own public statements so that the market can
oblain an independent view. In circumstances where that
view may well differ from that of Origin, if the Origin
appointees voted against it, the independent directors
would not be able to make any announcement,

Conclusion:

Passing the proposed motions will go some Way to ensuring
that minority shareholders and the market obtain an
independent view of how Origin's actions impact the
company and, with the appointment of an independent
Chief Executive wilf ensure that that view is independently
informed. Such steps will also ensure that any arrangements
to be entered into between Origin and the company are the
" subject of proper independent analysis by the most senior
executive of the company and then to scrutiny by the
independent directors.”

Board Statement in Response
The Board does not support resolutions 4, 5 or 6.

The Board rejects the proposition that the Chief
Executive Officer has an inherent conflict of interest
given the nature of his employment arrangements,

The role of Contact Energy’s current Chief Executive
Officer, David Baldwin, is unequivocal. He has no conflict
of interest:

s The terms of his secondment require him to act in the
interests of Contact and to report to the Board acting in
that capacity.

« His duties, responsibilities and objectives are aligned to
the performance of Contact.

« His performance targets are set by the Board of Contact
on the recommendation of the Board Remuneration
Committee, which currently has a majority of
Independent Directors and is chaired by an Independent
Director.

¢ There is no information prov'rded to or from the Origin
Energy group solely as a consequence of the Chief
Executive Officer’s secondment to Contact from Origin.

In addition, the Chief Executive Officer, Directors and
management of Contact are all subject to strict protocols
regarding information sharing between Contact and
Origin, as summarised below.

The Board considers that David Baldwin is a highly qualified
and capable chief executive, and is focused on delivering

R
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value for the benefit of all shareholders. Given his significant
tmernatlonal energy sector experience, the Board was very
pleased to have secured his appointment and enabled him
to brlng his expertise back to New Zealand after some
years away

The Board also rejects the implication that governance
deficiencies exist at Contact.

Contact com plies with the corporate governance
princip:Ies set by NZX and the New Zealand Securities
Commlssion. A document summarising Contact’s
compliance with these principles is included on the
company's website www.contactenergy.co.nz.

The sh::sreholder suggests that Origin-associated Directors
{“Origin Associates™ on the Contact Board are privy to
commercially sensitive information that may disadvantage
Contact in its dealings with Origin or afford Origin a
compeiitive advantage. This is simply not the case, The
shareholder appears to have overlooked the fact that
Contact has an Independent Directors’ Commitiee
(compr'ising directors who are not associated with Origin
Energy). Il a conflict arises between Contact and Origin
(either;in a competitive or co-operative situation), the
powers of the Board are delegated to the Independent
Drrectors to ensure that the interests of minority
shareholders are protected. That includes Independent
Directors providing their assessment of how Origin’s
actions may impact or benefit Contact.

The shareholder suggests the creation of an additional

mdependent committee”, comprising independent
dlrectors and senior management. Given that Contact
already ‘has an Independent Directors' Committee, the
Board leonSIders this propdsal to be unnecessary and
redundant. -

The shareholder refers to the corporate governance
regrmes in place at Woodside Petroleum Limited
t“Woodsrde") Coca Cola Amatil (“CCAZ) and Caltex-
Australra Limited (“Caltex™) in an attempt to find support
for the'shareholder proposals. In the Board’s view, from a
review of publicly available information released by
Woodside CCA and Caltex, these examples do.not support
the shareholder s proposals. Rather, they suppert Contact's
Current position:

. Both the “Shell Relationship Committee™ in place at
Woodside (which is an ad hoc committee which meets as
and:when required, rather than a standing board
committee) and the “Related Party Committee” in place
at CCA are committees comprising non-interested
directors only. Notably, neither of them includes
senlor execulives fother than executive non-interested
dlreetorsl as is advocated by the shareholder.
Therefore their governance regimes are no different
from Contact in this regard. In addition, it is the
Board s understanding that the term of Woodside's
“Shell Relationship Committee” {reviewed annually) has
not lbeen extended past 30 June 2006.

s The Caltex Chief Executive Officer and Managing .
Director is also an employee of Caltex's major
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shareholder, Chevron Corporation Group. It'is also
noteworthy that Caltex does not appear to have an
independent directors’ committee.

Where a conflict arises, as was demonstrated through the
merger proposal process, Origin is not provided with any
information that could compromise the independence of
the Independent Directors, or favour Origin’s interests over
those of the minority shareholders.

Contact’s Chief Executive Officer has no conflict of interest.
Given the Chief Executive Officer's responsibilities and
objectives are aligned to Contact, and that his position
regarding information is no different than if he were
employed directly by Contact, the Board considers it
unlikely any conflict could arise which would preclude the
Chief Executive Officer from working with the Independent
Directors and management on a conflicted matter, or from
his providing independently informed advice to the
Independent Directors.

The shareholder suggests that because half of the Board
Directors are Origin Associates, if those Directors do not
agree to the company taking any step, it will not happen.
This ignores the fact the reverse equally applies — because
the Chairman has no casting vote, no step can be taken
without the agreement of the Independent Directors. it
also ignores the fundamental governance principle and
Companies Act 1993 reqmrement that all Directors must -
act in Contact’s best interests.

Specifically, the Board rejects the proposition that an
inherent conflict of interest exists with respect to
information dissemination {given Origin is a potential major
contractual partner and/or competitor) or with respect
to potential transactions between Contact and Origin.

The company already has appropriate, robust processes to
manage conflicts and to govern information sharing
between Contact and Origin Energy.

A number of general requirements exist to ensure the

interests of minority shareholders are protected. Contact
strictly complies with these reqmrements which include:

« the fiduciary obligation of all Directors of Contact to act |

in the best interests of the company and all of its
shareholders generally;

= the requirements of the related party transaction rules
in the NZSX Listing Rules and Contact's constitution; and

* the general inability of Directors to consider and vote in
refation to matters in relation to which they are conflicted.

Contact has robust procedures in place which govern the

provision of any information it shares with Origin Energy

Limited:

= Contact and Origin have entered into an agreemént
under which Origin is entitled to request limited
information from Contact to enable Origin to comply
with its group legal, regulatory and reporting
requirements. Such information is only provided to
Qrigin at prescribed times, must be used for the
purposes specified in the agreement, and disclosure to
Origin’s management is limited to specified individuals.
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« Contact’s Independent Directors may determine to not
release information requested by Origin if, for example,
such disclosure would be a breach of New Zealand law
or any applicable listing rules, or if such disclosure would
not be in the best interests of Contact.

¢ The Board of Contact has not authorised any
Director of Contact to use information they receive in
their capacity solely as Contact directors for any other
purpose. The agreement ensures compliance with the
NZSX Listing Rules’ continuous disclosure regime,

Contact has robust procedures in place which govern
transactions between Contact and Origin:

+ Contact and Origin look for opportunities to make the
most cost-efiective and value-enhancing use of their
respective resources. Where this necessitates the sharing
of resources and information, these are subject to
appropriate agreements and the usual confidentiality - -
restrictions and where necessary are approved by the
Independent Directors. ’

« Opportunities are assessed 1o ensure the benefit of any
such opportunities ultimately flows to all Contact
shareholders.

+ The Independent Directors oversee transactions between
Contact and Qrigin. Additionally, pursuant to the NZSX
Listing Rules, if a transaction exceeds 0.5 percent of
Contact's average market capitalisation {for services) or
5 percent of Contact’s average market capitalisation {for
other transactions), minoerity shareholder approval must
be obtained.

The shareholder suggests the “independent committee”
should have the authority to make public statements with
regard to the Origin relationship, as otherwise Contact
would not be able to make an announcement-if Contact's
view was different to that of Origin. This is simply not the
case. Contact’s internal corporate policies require the
Manager - Corporate Services to approve all public
releases. Where a conflict arises, the Independent
Directors’ Committee, in conjunction with management,
approves the release of information to the public.
Therefore, public refeases relating to an Crigin-related
conflict matter already requure approval from the .
Independent Directors.

In summary, Contact’s governance of conflicts of interest
and information dissemination to, and in refation to,
Qrigin ensures that the interests of Contact’s minority.
shareholders are protected. ‘

Shareholder Statement from Milton Trustee
Limited in support of resolution 7

“Origin Energy recently attempted to gain further controf
of Contact through what they described as a “merger”, but
which many shareholders saw as “takeover”. The so called
merger allowed Origin to avoid the stringent regulatory |
provisions that would have applied to a “takeover” procedure.
it was clear very early in the “merger” process that it would

not have had the necessary support of sufﬁcrenr significant
Contact shareholders to proceed




in spite of that, the directors have spent 8.6 million dollars
of shareholders money attempting to allow Origin to have
its way. ]

I believe this demonstrates a significant error of judgement
by the Contact directors.

Since the board of directors is controlied by Origin, and
Origin chose to seek further control through such an
uncanventional process [ believe they should be responsible
for the costs.

This view is well established and similar to the way costs
are dealt with in Court proceedings...i.e. .',f your case is
unsuccessful you pay the costs.

Therefore it seems fair that in this instance Orr'gin should
also pay the cosis.

! therefore ask you to vote m favour of my proposa!

You may also appoint me as your proxy {o vole on your
behalf on this issue, by entering my name, Graeme Bulling,
on the Proxy Form,”

Shareholder Statement from Milton Trustee
Limited in support of resolution 8
“While support for the “merger" could be expected from the
directors controlled and appointed by Origin, the other
“independent” directors might have alérted themselves to

- the unpopularity of the “merger™ at an early stage and
withdrawn their support.

While that course of action may have endangered their
ongoing directorships, which require Origin support, it most
likely would have saved the huge cost to shareholders of
continuing to flog the dead horse “merger” proposal.

I therefore think that On"gr'n should reimburse Contact -
shareholders for the costs we have suffered as a result.

If Origin refuse to do the decent thing, then I think the
directors should carry a degree of responsibility for the
“level of judgement displayed in this matter. ’

I therefore ask you to vote in favour of my proposdl.

You may also appoint me as your proxy to vole on your
behalf on this issue, by entering my name, Graeme Bulling,
on the Proxy form.”

Board Statement in Response’
The Board does not support resolutions 7 or 8.

Unlike a takeover, both Contact Energy and Origin Energy
entered into the Merger Implementation Agreement
independently and voluntarily. Therefore, costs incurred by
each of the companies were met individually. The merger .
proposal was a mutual agreement approved by the
Independent Directors of Contact and the Board of Origin.
" The Board reiterates that it was not a takeover “offer”
from Origir{, as erroneously suggested by Milton Trustee
Limited and others, nor was it an “attempt by Origin to
gain further control of Contact”. In fact, if the merger
proposal had been successful, Origin would have ceased to
be a Contact shareholder. One of the effects of the
proposed merger was that the merged entity would not
have had any controlling shareholders, and al!.

?
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shareholders of both Contact and Origin would have had
equnva]ent economic and voting interests in the merged
entity.! All directors of Contact following implementation
of the merger would therefore have been independent of
any significant shareholder.

Resoluiions 7 and 8 are premised on Milton Trustee
LimiteQ's assumption that the Independent Directors had

an obligation to withdraw support for the merger proposal -

at an e;arly stage in order to reduce the costs. That
assumption is wrong. As outlined in the Board's response
to resolutions 4, 5 and.6, once the Independent Directors
had deltermined in their opinion that the merger proposal
was in the best interests of Contact’s shareholders, they ~
had a resp0n5|b|||ty to develop the best possible proposal
and put it before shareholders. It was not appropriate for
the Indepcndent Directors to be persuaded by the
uninformed criticisms from the media and from certain
stakeholders.

{By way of clarification, the Board considers resolution 8 is
entirely dependent on resolution 7 and therefore, for the

-reasons outlined above, the Board does not support

resolut.ion 8.

E. SHAREHOLDER QUESTIONS
Shar'eh:olders may submit written questions to be
considt;-:red at the Annual Meeting. Written questions
should:be sent by post to “Annual Meeting Questions”,
cf- Gen'eral Counsel, Contact Energy Limited,
PO Box 10742, Wellington or by electronic mail to
agmquestlonsgcontact-energy co.nz. The company
reservtis the right not to consider any written Q!.JES(IOH
that, in the Board of Directors' opinion, is not reasonable
in the context of an Annual Meeting, or any question
receweld fewer than § working days prior to the Annual
Meeting, (i.e. received after 12 October 2006).

. B _

F. RES'OL‘UTIO'NS 9-11: ORDINARY RESOLUTIONS

Resolutron 9: Auditors

KPMG & are automatlcaﬂy reappointed as auditors under
secnon 200 of the Companies Act 1993. This resolution
authorlses the Board of Directors (the “Board") to fix the
fees and expenses of the auditors.

Resolutions 10 and 11: Re-election of Directors

Under 'clause 74 of Contact’s constitution, one third of

the d|rectors are required to retire from office at the

19 Oct?ber 2006 Annual Meeting but shall be eligible for
re—electlon at that meeting. The directors required to retire
at the :,\nnual Meeting are those directors who have been
longest in office since their fast election or deemed
elecuon Persons who became directors on the same day
must retlre in the order determined by lot, unless the
Board reso!ves otherwise. The Board has resolved that
Grant I(mg and Bruce Beeren will retire in accordance with
these provisions and offer themselves for re-election.
Grant King and Bruce Beeren have been directors of .
Contac‘t since October 2004. Each was elected as a director
at the 15 February 2005 Annual Meeting, Grant King and

U A S —
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Bruce Beeren are not considered by the Board to be
independent directors because they are associated persons
of Contact’s major shareholder, Origin Energy.

No nominations to the Board were réceive_d by Contact by
21 August 2006 {being the closing date for director’
nominations as advised to the market pursuant to Clause
7.1 of Contact’s constitution) and consequently no other
person is eligible to be elected as a director at the Annual
Meeting. - :

Grant King .

Grant King joined the Contact board in October 2004.

He has been Managing Director of Origin Energy Limited
since its demerger from Boral Energy in February 2000 and
was Managing Director of Boral Energy from 1994. Prior to

joining Boral, he was General Manager AGL Gas Cbmpanies.

Grant King is a director of Envestra timited.and Chairman
of Energy Supply Association of Australia Limited. He is a
Councillor of the Australian Petroleum Production and
Exploration Association and the Australian Graduate
School of Management. He has a Civil Engineering degree
and a Master of Management.

Bruce Beeren

Bruce Beeren joined the Contact boa rd in October 2004,
With over 30 years’ experience in the energy industry, he
was csta\iﬁshment Chief Executive Officer of Victorian
Energy Networks Corporation and held a number of senior
management positions at AGL and Origin Energy Limited,
He is a director of Origin Energy Limited, Envestra Limited,
Coal & Allied Industries Limited, Baycorp Advantage Limited
and Equipsuper Pty Limited, and.is a former director of
NGC Holdings Limited. He holds Science and Commerce
degrees and a Masters of Business Administration, and is a
Fellow of CPA Australia and the Australian institute of
Company Directors.

In August 2006, each member of the Board participated in
a formal assessment of the performance of Grant King and
Bruce Beeren. The assessment was reviewed by the
Nominations Committee, which made a recommendation

. to the full Beard. The Board, after taking into consideration

the recommendation from the Nominations Committee,
recommends that shareholders vote in favour of the
re-election of Grant King and Bruce Beeren.

G. RESOLUTION 12: SPECIAL RESOLUTION TO
ADOPT NEW CONSTITUTION

Contact needs to update its constitution to reflect recent
changes to the NZSX Listing Rules (the “Listing Rules”}
made in May 2006. The Board has also decided 16 take this
opportunity to make some minor and technical changes,

such as amending clauses so that they more closely reflect |

the Listing Rules, inserting definitions, updating references
1o clauses and numbers and correcting grammar. Contact
proposes to implement all these changes by replacing the
existing constitution with a new constitution. NZX has
approved the proposed new constitution. '

8 contact energy limited

At Contact's 15 February 2005 Annual Meeting,
shareholders approved a new constitution which was
updated to reflect changes to the Listing Rules and the
Companies Act 1993 (the “Companies Act”}. The Board
continues to believe that the approach adopted at that
time of recommending a “lenger-form” constitution which
contains, rather than incorporates by reference, certain
Listing Rule provisions, is an important safeguard of
fundamental shareholder rights. Therefore, shareholders
are being asked to approve the changes to the constitution |
to again ensure consistency with the Listing Rules.

A full copy of the proposed new constitution is available,
free of charge, on request from the General Counsel,
Contact Energy Limited, PO Box 10742, Wellington. You
may also inspect a copy of the proposed new constitution
at the registered office of Contact at Level 1, Harbour City
Tower, 29 Brandon Street, Wellington and on Contact’s
website at www.contactenergy.co.nz. All copies of the
proposed new constitution that are sent on request or
made available for inspection will include a “marked up”
version indicating the changes to the existing constitution.

The Listing Rules and a summary of the recent amendments
made to them can be viewed on NZX's website at
WWW.NZX.COMm. )

To adopt the new constitution, a special resolution of
shareholders is required under the Companies Act. A
special resolution is a resolution approved by 75% or more
of the eligible votes cast on the resolution.

Set out below is an explanation-of the major amendments
proposed to be made to the existing constitution. All
references to clauses are to clauses of the proposed new
constitution unless stated otherwise.

Defined terms

(a) “Average Market Capitalisation”

The new Listing Rule definition of “Average Market
Capitalisation™ has been inserted in substitution for the.
term “Shareholders Funds™ (that was used in clause 53 of
the existing constitution which contained restrictions on
giving financial assistance), and the previous definition of
“Average Market Capitalisation” {which was based on the

. average end of day market capitalisation and was used in

the definition of “Material Transaction™ and in clause 82
(which provides that certain asset acquisitions or
dispositions require shareholder approval by ordinary or
special resolution)). This term now means, in relation to any
transaction, the volume weighted average market

. capitalisation of Contact's shares carrying votes calculated

from trades on the NZSX over the 20 business days before -
the earlier.of the day the transaction is entered into, and
the day the transaction is announced to the market.

.

{b) "Disqualifying Relationship ™
The definition of “Disqualifying Relationship™ has been

" amended to reflect more accurately the corresponding

definition used in the Listing Rules. The term is now defined
as any direct or indirect interest or relationship that could .
reasonably influence, in a material way, a director's




decisions in relation to Contact (rather than relationship
with Contact as previously).

The definition has also been amended to reflect recent
amendments to the Listing Rules which clarify that when
considering whether a director or “Associated Person” of
that director is likely to derive, in the current financial
year, a substantial proportion of his, her or its annual
revenue from Contact during such financial year any
dividends or other distributions payable to all holders of a
class of equity securities of Contact are not taken into
account.

{c) “Related Party”

A reference to the Listing Rules definition of “Related
Party™ has been included in the defined terms section of
the constitution. Following the recent amendments to the
Listing Rules, this definition now includes a person who is
at the time of a “Material Transaction”, or was at any time
within the six months before a “Material Transaction”:

s an executive officer of Contact or any of its subsidiaries,
rather than just an officer {as was the case previously):
and

s the holder of a “Relevant Interest” {as defined in the
Securities Markets Act 1988) in 10% or more of a class of
equity securities of Contact carrying votes, instead of a
“Substantial Security Holder™ of Contact (as was the
case previously).

The Listing Rules have also been amended to revoke the
exclusion from the definition relating to wholly-owned
subsidiaries of Contact and to provide that a person is not
a “Related Party" of Contact if:

» the only reason why that person would otherwise be a
“Related Party™ of Contact is that a director or
executive officer of Contact is also a director of that
person, so long as:

- not more than one third of the directors of Contact
are also directors of that person; and

- nodirector or executive officer of Contact has a
material direct or indirect economic interest in that
person, other than by reason of receipt of reasonable
directors’ fees or executive remuneration; or

« that person is a subsidiary of, incorporated joint
venture of, or unincorporated joint venture participant
with, Contact and: :

- no “Related Party” of Contact has or intends to
obtain a material direct or indirect economic interest
in that subsidiary, joint venture, or joint venture
participant, other than by reason of receipt of
reasonable director's fees or executive
remuneration; and

- Contact is entitled to participate, directly or

indirectly, in at least one half of the income or
profits, and the assets, of that person.

(d) *Material Transaction”
The definition of “Material Transaction” included by
reference in the proposed new constitution has changed

fo!lowfng the recent amendments to the Listing Rules to
incIudt:e the new definition of *Average Market
Capitalisation” and to inciude a transaction or series of
refated transactions whereby Contact enters into any
under\;vriting which could expose Contact to liability in
excess;of 5% of Contact’s “Average Market Capitalisation”.

Failur;e 10 comply with Rules

In acc?rdance with the Listing Rule changes, clause 6.2 has
been amended to provide that any failure te comply with a
clause,of the constitution corresponding with a provision
of the Listing Rules {rather than specific clauses of the
Listing Rules that were previously referred ta), does not
genera:lly affect the validity or enforceability of, amongst
other tlhings, any transaction or contract entered into or
affecting Contact.

Clause 6.2 has also been amended to more accurately
reﬂect? Listing Rule 3.1.2, by providing that the clause does
not af!ect the rights of any holder of Contact securities
agains‘t Contact directors, rather than the Contact Board.

Votinlg restrictions under Rules
Clause 10 has been amended ta more closely reflect the
ListingI Rules by providing that certain persons are
prohlbtted from voting on specified resolutions {as set out
in Llstmg Rule 9.3.1) notwithstanding anything to the
contra_ry in the Listing Rules (as well as notwithstanding
any other provision of the constitution as was provided in
the ex‘isting constitution).

|
|SSUES of equity securities
The followmg amendments are required for the constltutlon
to be ?onsmtent with the provisions of Listing Rule 7.3,

{a) Pro rata and $5,000 offers

Clause' 23.3 (which deals with offers by Contact of equity
securltles for consideration not exceeding NZSS 000 per
existing equity security holder) now:

. refers to an offer needing to be made to all holders of
exnstmg equity securities “carrying votes” {rather than
to holders of non-voting securities as well, as per the
existing clause);

« clarifies that an existing equity security holder means
the,registered holder or, in the case of securities held
thré)ugh a custodian, the beneficial owners of the
securities; and

. notes that the 30% limit on the number of securities
that can be issued under this provision applies to fully
pald equity securities “carrying votes” that are already
on issue (rather than to non-voting securities as well).

Clause 23.4 {which provides that the Contact Board is -
en[itléd to issue equity securities in certain circumstances),
also now provides that any issue made under that clause
must be completed within three months after the close of
the orlglnal offer.

New clause 23.8 provides that notwithstanding the pro
rata a‘nd 45,000 offer restrictions in clause 23, the Contact
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Board is entitled not to offer or issue equity securities to
holders of existing securities in a jurisdiction outside New
Zealand if the legal requirements of that jurisdiction are
such that it is unduly onerous for Contact to make the
offer in that jurisdiction (provided that in the case of
renounceable rights, Contact shall arrange the sale of any
renounceable rights to the relevant equity securities and
account to holders in that jurisdiction for the proceeds).

{b} Board may issue new equity securities within 15%
limit )

Clause 24, amongst other things, allows the Contact Board
to issue equity securities if the total number of equity
securities issued in any 12 month period will not exceed a
specified level, as determined by a calculation set out in
that clause. Clause 24.4 has been amended to provide that
the volume weighted average market price over the 20
business days before the earlier of the day the issue is
made or announced should be used for relevant
calculations under clause 24 rather than, as provided in
the existing constitution, the average end of day market
price.

{c) Employee share issues .

Clause 25.4 of the existing constitution {which, in addition
to the remaining provisions of clause 25, provided that the
Contact Board could issue equity securities to employees in
certain circumstances) has not been carried across to the
proposed new constitution as the equivalent provision of
Listing Rule 7.3.6 has been revoked.

Clause 25.5, which contains one of the provisos to clause
25, has also been amended to refer to a volume weighted
average market price over the 20 business days before the
earlier of the day the issue is made or announced for
calculations under that clause, rather than the average
end of day market price as was the case previously.

{d) Other issues

Clause 27.1 has been amended so that the Board may issue
securities as consideration in a takeover offer made by,
Contact in accordance with a takeovers code approved
under the Takeovers Act 1993 in general, as opposed to a
code approved under section 28 of that Act.

Clause 27.5 allows the Contact Board to issue equity
securities if the issue is pro rata and made pursuant to a
plan for the issue of securities in lieu of dividends or as
part of a dividend reinvestment plan. The amendment to
. clause 27.5 allows the Contact Board to exclude existing
holders in jurisdictions outside New Zealand if the fegal
requirements of that jurisdiction are such that it is unduly

onerous for Contact to extend the plan to that jurisdiction.

Acquisitions and redemptions of own equity
securities )

Clause 48 has been amended to reflect recent changes to
the Listing Rules by restricting the redemption by Contact
of Contact securities (in addition to acquisitions by
Contact of Contact securities as currently provided) other
than by way of permitted methods. The redemption
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methods added to clause 48 reflect those that were in
clause 51 of the existing constitution which has now been
deleted (1o reflect the revocation of Listing Rule 7.6.3 and
amendment of Listing Rule 7.6.1 which now combines the
limitations on acquisitions and buybacks into a single rule}.

Clause 48.6, which relates to the acquisition of equity
securities of Contact in compliance with section 60{1)(b){ii)
of the Companies Act, has been amended to more precisely
reflect Listing Rule 7.6.1(f) by clarifying that the 15% limit
on such acquisitions in a 12-month period applies to equity
securities of the same class, rather than all equity securities.

Clause 48.12 has been amended to provide that, for the
purposes of clause 48.6, where a converston ratio is fixed
by reference to a market price of the underlying securities,
the market price is the volume weighted average market
price over the 20 business days before the earlier of the
day the issue is made or announced, rather than the
average end of day market price.

Approval of certain acquisitions, redemptions,
or financial assistance

Clause 53 has been amended to reflect the changes to
Listing Rule 7.6.6 by removing the requirement that an
acquisition by Contact approved under. that clause
(approval by separate ordinary resolutions of shareholders
of each group of each class of security holders whose
rights or entitlements are materially affected in a similar
way by the proposal) must be completed within 12 months,
and redemptions or financtal assistance by Contact
approved under clause 53 completed within 6 months,
after the passing of the relevant resolutions.

New clause 54 (which reflects new Listing Rule 7.6.6A}
provides that such acquisitions, redemptions or financial
assistance shall be completed within 36 months after the
passing of those resolutions (if transacted solely with
employees), and within 12 months after the passing of
those resolutions (in all other circumstances).

Director nominations

Clause 71.3 has been amended to reflect changes to Listing
Rule 3.3.2 by removing the requirement that the opening
date for nominations for directors must not be less than
three months before the date of the annual meeting at
which the efection is to take place. Clause 71.3 aiso now
provides that an announcement to the market of the closing
date for director nominations and contact details for
making nominations must be made no less than 10 business
days prior to the closing date for director nominations.

Asset acquisitions or dispositions
The following changes have been made to reflect the recent
changes to Listing Rule 9.1:

{a) Ordinary resolutions required

Clause 82 of the proposed new constitution (which
provides that certain asset acquisitions or dispositions
require shareholder approval by ordinary or special
resolution} has been amended to reflect changes to Listing




Ruie 9.1.1 by replacing the previous definition of “Average
Market Capitalisation” with the new definition described
above.

(b) Exceptions for certain acquisitions and dispositions
Clause 83 now provides that clause 82 does not apply.io a
takeover offer made by Contact:

« in respect of a code company in accordance with any
takeovers code approved under the Takeovers Act 1993;
or '

« inrespect of an issuer that is not a code company but to
whom section 4 of the Listing Rules applies in-accordance
with the constitution or trust deed of that other issuer
which complies with section 4 of the Listing Rules where
that other issuer is not a code company; or

« in relation to any other person, in accordance with any
takeover law regime of a jurisdiction other than New
Zealand which is applicable to that person and provides
for prior notice, publicity and disclosure which in the
opinion of NZX is at least as useful to the recipients of .
the offer as the requirements of the Takeovers Act 1993
or section 4 of the Listing Rules.

Clause 83 also provides that the existing exception for
transactions with banks (being transactions on arm’s
length terms and in the ordinary course of its banking_
business) now applies to any transactions entered into with
a bank as principal. - Previously, the exception required
Contact to have recourse to the credit risk of abank as a
result of the transaction.

Material transactions with related parties
The following changes are proposed to reflect the recent
changes to Listing Rule 9.2:

{a) Ordinary resolutions necessary .
Clause 84 now provides that Contact must not enter into
any “Material Transaction™ with a “Related Party™ unless
the transaction is approved by an ordinary resolution of
Contact. The exclusions for employment agreements with a
natural person who was not a director of Contact or any
Contact subsidiary and transactions with a value of less
than $250,000 have been slightly reworded to align them
with the corresponding provisions of the Listing Rules and
moved to clause 85,

(b) Exceptions for certain material transactions
Clause 85 now provides that clause 84 does not apply to
the following transactions {in addition to those in the
existing clause 85 and those moved from clause 84): -

¢ The issue of equity securities by Contact under clauses
23.3 {issues for consideration not exceeding NZ$5,000)
or 27.5 (issues made under a plan).

« An employment contract or contract for personal
services with Contact which is a “Material Transaction”
under Listing Rule 9.2.2(e}, where:

- the terms of the contract are set out on arm’s
length, commerctal basis and have been approved by
. the independent directors of Contact; and

[ 38
- the independent directors approving the contract
' s:ign and deliver to NZX a certificate stating Listing
I‘Rule 9.2.4(c){i} {whose content is identical to that set
out in the bullet point immediately above) has been
complled with; and

- materlal particulars of the contract (including the
company 's use of this exception), are disclosed in the
next annual report of Contact.

l

Clause'85 has been amended also so that the exception for:

« transactions with a bank which is a “Related Party” of
Contact now only applies to transactions with the bank
as principal (on arm's length terms and in the normal
course of its banking business); and the requirement
that the excepted transaction be one under which
Contact has recourse to the credit risk of a bank is no
longer required;

s the issue, acquisition or redempti_on, etc of securities

carried out pro rata now provides that they do not need
to bc made pro rata to the extent that an :ssue excludes
holders outsnde New Zealand in accordance with clause

23, BI

. any'transaction indemnifying any director or employee,
now contains a reference that that transaction is a
"Matenal Transaction” under Listing Rule 9.2.2(d), rather
lhan a "Material Transaction™ generally under the
Llstlng Rules;

» transactions with a total value that does not exceed
$250,000 (which has been moved from clause 84) now
pro'vides that, if the transaction is a transaction referred
toin Listing Rule 9.2.2{(e} {i.e. a service agreement),
“total value™ is replaced with the actual gross cost to
Contact in any financial year; and

« employment agreements with a natural person who is
notja director within the meaning of section 126 of the
Companies Act of Contact or any Contact subsidiary is
now included in this clause (rather than in clause 84).

Proxy form

ClauseT 43.2 of the Third Schedule of the proposed new
cons(i'.tution {which relates to proceedings at meetings of
shareflmlders) has been amended to reflect changes to
Listing Rule 6.2.6 by providing that a proxy form must as a
minimum provide for two-way voting on all resolutions,
and that two-way voting means for and against options.
The proxy form in-the Fifth Schedule of the proposed new
constitution has been updated also to reflect the provisions
of the| proxy form currently used by Contact.

notice of meeting 2006 1



Minutes : _

The minutes of Contact's 2006 Annual Meeting will be

" posted on Contact’s website at www.contactenergy.co.nz.
Various other information about the company is also

_available on Contact's website, The minutes of Contact’s
2006 Annual Meeting will also be posted to you on request
"by writing to the General Counsel, Contact Energy Limited,
PO Box 10742, Wellington.

Webcast
The Annual Meeting will be shown live on Contact’s
website www.contactenergy.co.nz.

Prior to the Annual Meeting, we recommend you go

to the webcast test page at www.contactenergy.co.nz so
you can test the settings on your computer and check
whether you are able to view the live webcast..  «

An archive of the webcast of the Chairman's introduction
and Chief Executive Officer’s Review will be available for
viewing on demand following the Annual Meeting.

Venue Directions and Car Parking

Contact us

HEAD OFFICE )

Level t, Harbour City Tower, 29 Brandon Street,
Wellington, New Zealand .

POSTAL ADDRESS .

PO Box 10742,.The Terrace, Wellington 6143,
New Zealand

Telephone 64 4 499 4001

Facsimile 64 4 499 4003

EMAIL
investor.centre@contact-energy.co.nz
WEBSITE ‘
www.contactenergy.co.nz

e
Accens rovtes o [P ]
Eflersiie Event Centra Parking

Traffic lights

ELLERSLIE .
EVENT CENTRE

The Ellerstie Event Centre is located inside the Ellerstie Racecourse, 80-100 Ascot Avenue, Greenlane, Auckland. Ellerslie is
easily accessed by the southern motorway, and is a 5 minute drive to the city centre and a 20 minute drive to Auckland

International Airport.

For shareholders and guests who are attending the meeting, free car parking is available at the
Ellerslie Racecourse on a first come, first served basis, From the Southern motorway, '
take the Greentane exit. Ellerslie Racecourse is well sign posted from the motorway.
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key performance indicalors

For years prior to 1 October 2004 the reporting period was the year ended 30 September; for 2005 the reporting period was the nine months ended
30 June 2005; _for 2006 the reporting period is the year ended 30 June, '

Customer and shére statistics as at 30 June 2006

Electricity customers ' 515,000

Gas customerst ) ' 79,000
Total number of customers : - ] 594,000
Total number of shares on issue? ’ 576,633,982

! DualEnergy customers are included in both gas and electricity customer numbers,

On 8 |une 2006, Contact cancelled the 27,316,018 shares that the company previously
held in itself as Treasury Stock: The Treasury Stock was ariginally purchased as part of
the company’s share buyback programme, which was announced on 27 March 2000
and ceased on 29 March 2001,

~

Price per share information

2001 .2002R 2003 2004F 2005 2006°

_Earnings per share - 22.6c 18.6c 20.5¢c 25.0c .25.6c 41.9¢

Dividends per share in refation
to the financial period : ©19.0c 209c¢ 23.0c 25.0¢ 18.0c 26.0¢

Operating Cashflow per share 44.3c 27.5c 48.7c 65.8c 03¢ M4.7c
Shareholders® Equity per share 52,88 $4.34 %433 $5.18 §$4.13 $4.43
Net Tangible Assets per share 5258 5402 $4.02 §$4.87 - §3.82 $4.12

1 kxcludes Gain on Disposal of Subsidiaries and Change in Fair Value of Financial Instruments.
R Denotes years in which Contact's Property, Plant & Equipment was revalued.
The revaluation affects Total Assets, Shareholders” Equity and related ratios.

Electricity and gas

Retail Electricity Sales 7,361 GWh
Total Generation 11,534 GWh
) Internal Gas Use _ : 61.0P)
. External Gas Sales 13.8P)

Whalesale Electricity Price Generation by Fuel Source

534

. wy
12000/ =

g8
192.8

82.70

3 Per Megawatt Hour
Gigawatt Hours

01 020304 05 06 o1 02 03 04 05 06
W Thermal W Geothermal I Hydro

l:onlac% energy limited



[T

o ———

Pe— vl

[ i ; n =%
Tlo‘\a‘lU;)»}mimgﬂ»}»'_' | | E o

.( H
iRTotallAassets ]

?L-) 20k €
1 L

[ EBITDAEL

11520]
—J
§ 43d]
457,

N £
4l
-~

|
!
ﬂ'! U?
| |
1
| !
| 1
R i
SRR Y
‘ Retiznon Shareholdmsgquuy |

ITDBD

| L ‘ | t L
S Ty -‘ \ L ‘:
. | .

mmmmmmmw” Septenhet mmmmmmmmmmmm
2005 Horbaagslilies epoitingTpetiodlivl egveagendrdBoliuneg

: mmm@mmmmwmm

interaticnablinanciabReportingsianda

m mmm ceaninwhictbChangesling
TaCCOTCanCe WithINZIFRSY

T2 B

I i
i i i. A i _ ‘--.JI._ ol n“L I i -l e e L

' B
/
i
f
L
s
-
.
.
N
¢
'
.
«
.
k,
i
N




4

chairman's statement

Results
.l am pleased to rehort a solid resuit for
Contact Energy for the 12 months ended 30 June 2006,
one that demonstrates that the company’s strategy
and integrated business model remains effective in
providing stability of earnings in the face of the

inherent volatility of New Zealand's weather-dependent
_electricity system,

" Earnings before Net Interest, Tax, Depreciation,
Amortisation and Financial Instruments (EBITDAF) of
$557.0 million is an improvement of $67.7 million on
the same 12 month period last year under previous
New Zealand Generally Accepted Accounting Practice
(NZGAAP), '

Contact’s profit for the 12 month period ended
30 June 2006 was $280.9 million, up %99.3 million on the
same period last year under previous NZGAAP. This -
result was impacted by a one-off gain of §33.4 million
through the sale of Contact’s 40 percent stake in the -
valley Power peaking plant in Australia. '

Dividends :

In recognition of Contact’s performance, the Board
has declared a fully imputed final dividend of 16 cents
per share, bringing the total dividend for the year to
26 cents per share, an increase of 8 cents per share on
the total dividend for the nine months ended 30 June
2005. _ )

This dividend will be paid on 21 September 2006.

International Financial Reporting Standards

Contact implemented the New Zealand equivalents
to International Financial Reporting Standards (NZIFRS}
with effect from 1 July 2005. Qur results for the

l‘ [Thttladenergy limited §

12 months ended 30 June 2006 are the first set of annual
financial statements presented under NZIFRS.

As previously advised, the most significant impacts
on the Financial Statements of Contact Energy Limited
relate to:

+ non amortisation of goodwill, replacing this with an
impairment test :

« the chalnge in calculation of deferred taxation, and

s the recognition'at fair value of financial derivatives.

These are changes in accounting definitions and do
not change Contact’s business strategy, nor the way in
which the business is managed on a day-to-day to basis.
Importantly, the cash flows generated by the company
and the economic value of the business are unchanged.

Further details are provided in the Notes to the
Financial Statements.

Business performance .

The year in review saw increased levels of thermal
generation due to dry year conditions and higher
average wholesale prices. Retail tariffs also increased
reflecting the continued market adjustment to the
increasing gas costs as the Maui gas field depletes.

Contact made good progress in its incremental
generation investment progfamme. During the 2006
financial year Contact invested $66.1 million in
generation development projects. These were
predominantly in renewable geothermal production
where the company increased steam supply by around
30 megawatts to maintain existing generation plant
capacity and added 20 megawatts of process heat
capacity. The company also completed its thermal
enhancement programme which it started in February
2005, achieving a capacity gain of 20 megawatts at the
Otahuhu B staticn.

Contact's retail business delivered choice to New
Zealand energy consumers, building on the company’s
existing customer base to achieve a net gain of 2,000
electricity customers - to 515,000 from 513,000 as at
30 June 2005. The company focused on creating valuable,
long term customer relationships and attracting new
customers in targeted campaigns, while achieving
operational efficiencies within the retail business.

ContactOrigin Merger Proposal
Contact Energy and Origin Energy announced a
proposed merger of the two companies on 20 February



2006. The merger was proposed as an efficient way for
Contact to be better placed to address the issues facing
the company, and to provide a mare secure platform
for future growth as an integrated Australasian energy
company with sizeable exploration, generation and
retail expertise and resources.

An independent Directors’ Committee was formed
on 9 December 2005 to consider the merger proposal on
behalf of Contact shareholders. The Independent -
Directors assessed the proposed merger and provided
their recommendation to shareholders on its merits.
They took legal, commercial and financial advice from
external advisers and Contact management and
appointed an Independent Appraiser to provide
shareholders with an assessment of the proposal.

The proposal was subsequently terminated on
28 June 2006 after Origin Energy Directors determined
that there was not sufficient support from key

" shareholders of Contact Energy for the merger proposal

to be approved under the proposed terms.

- On behalf of the Board of Contact Energy, | would
like to thank the Independent Directors Phil Pryke,
john Milne and Tim saunders for ensuring the interests
of shareholders were well represented in their thorough
assessment of the proposél.

The merger proposal is now in the past. The Board is
fully committed to meeting the challenges ahead and
securing a continued positive outlook for the company
and its shareholders.

Outlook

Contact's integrated energy business positions the
company well to manage the challenges arising from ‘
the tightening balance between gas supply and demand
for power generation. Contact's significant investment
in generation capacity exceeds the requirements of the
company’s retail customer base. Throughout its
existence, the company has been a net generator of
electricity.

The company has valuable opiions in consented
sites to expand the thermal generation capacity. The
key strategic challenge for Contact Energy is therefore
to create fuel certainty to maintain the value of its
current thermal generation portfolio, and to add value
through the conversion of the cansented sites to

‘expand generation to meet New Zealand's growing

energy requirements.
Expanding Contact's generation from geothermal

" resources remains a key focus. This includes taking

existing capacity to full production through the steam-
winning geothermal drilling programme, as well as
investigating the option of additional capacity.

|
|
I!..

The company has also recently secured an
arrangement to evaluate the potential for wind
deve!opment from a number of sites throughout
New |Zealand. . . e

Dlavid Baldwin expands on these generation options
in more detail in the CEO Review. .

Contact has a secure contracted natural gas fuel
posmon until the end of the'decade. The available
trmeframe for securmg new fuel supply beyond that
pomt is tight, given the long lead-in times involved in
upstream developments and in dwers:fymg 1o new fuel
optlo:ns

Clearly the discovery of more domestic natural gas
wouldl achieve this objective. However the current
COntrjécting environment is challenging and new gas
contracts are being offered at significantly higher prices
and contain-less flexibility than has been experienced in
the 'plalst'. Contact is reviewing its objectives for the
medium term. This includes the company's strategies

"and business plans and the capital structure and

disti’i?ution policy appropriate to meet these

_objectives.

Leladership

I would like to take this opportunity to thank our
previ?us Chief Executive Ofﬁcer, David Hunt, who first
joined Contact Energy in 1996 and was appointed Chief
Executive Officer in October 2005. The Board accepted
David’Hunt’s resignation and acknowledges his substantial
comrlbutlon to the growth of Contact over the years.

The Board was pleased to appoint David Baldwin as
Chief Executive Officer of Contact in May 2006. His
quallﬁcatlons and significant international experience '
across the energy supply chain make him ideally suited
to the chal!enges that Contact faces in the years ahead.
We are confident that the company is well placed for
the future under his leadership.

In conclusion, t wish to thank my fellow directors,
the senior management team and all Contact employees
for their valued contributions to the company's
ONGOING Success. '




Ceo review

Overview :

This is the first result | am presenting as Chief
Executive Officer of Contact Energy and | am delighted
to announce a solid annual resutt which both rewards
Contact shareholders and strengthens the business
" foundations to enable the company to navigate
through the strategic challenges that lie ahead.

| took up my post at Contact in May, right at the
start of what has turned out to be a cold winter, and in
the middle of a period of significant concern regarding
very low hydro storage levels in the South !sland.

My arrival at Contact also coincided with the
proposed merger between Contact and Origin Energy,
and the associated issues which are not atypical of such
corporate activity.

Despite these diverse issues, Contacl played a
critical role in supporting New Zealand to get through a
peridd of very tight electricity supply during the first
half of 2006. Contact’s annual result reftects both the
market conditions as a result of tight supply, and the
flexibility of Contact’s generation assets to respond to
changing conditions.

The 12 months to 30 June 2006 were a particularly
dry year with the lowest Inflows into South Island hydro
catchments in 29 years. As a result, hydro generation
across the sector was constrained, with Contact's
generation from its Clyde and Roxburgh hydroelectric
facilities down 23 percent from the same period in 2005,

In response 1o a tight electricity supply, and with
wholesale market conditions supporting thermal
generation, Contact’s thermal power stations produced
41 percent more electricity for the 12 months to 30 june
2006 than for the same period in 2005. This high thermal
o‘utpul boosted Contact’s total generation by 10 percent.

& COEIa onergy limited

This additional generation, in concert with higher
than average wholesale electricity prices, resulted in
total revenue for all generation increasing by 92 percent
on the previous year.

Gas revenue from wholesale customers was 576 5
million for the 12 month period ended 30 june 2006,

79 percent higher than for the previous 12 month
period. Increased revenue reflected the higher
opportuhily cost of gas, as wéll as a 62 percent increase
in wholesale gas sale volumes. This increase was
primarily due to a 12 month contract with a significant
wholesale gas supply customer which expired in June
2006, This contract has not been renewed.

These factors are behind Contact's §67.7 million or
14 percent increase in Earnings before Net Interest,
Taxation, Depreciation, Amortisation and Financial
Instruments (EBITDAF} to $557.0 million, compared with
the 12 months to 30 June 2005.

Contact recorded a $280.9 million profit for the year
ended 30 June 2006. Included in this result is the one-off
$33.4 million gain achieved on the sale of Contact's
share in the Valley Power peaking plant in Australia,
Interest costs were lower and there was a positive
change in the fair value of financial derivatives.

While relatively high wholesale electricity prices
benefited Contact’s generatidn business, they impacted
negatively on Contact's retail b_hsiness. with that
segment recording a segment loss. This result reinforces
the importance of balancing the company's retail and
generation portfolio to stabilise earnings.

The importance of Contact’s thermal plant, both to
this annual result and security of supply to New Zealand,
illustrates some of the significant challenges that Contact
is now beginning to face.

Fuel security and generation development

During the 12 months ending 30 June 2006 Contact
faced higher average gas costs, resutting from Contact
exercising its rights of first refusal (ROFR} under-
agreements with the Maui Mining Companies to acquire
additional gas. These arrangements give Contact a right
of first refusal to a portion of any additional gas-which
the Maui Mining Companies may wish to sell over and

" above their commitments to the Crown and Methanex.

To date, ROFR gas has been purchased at current
market prices which are significantly higher than the
levels prevailing in Contact's historic Maui cantracts.



Gas contracts with higher prices and less flexible terms
are likely to continue to be a feature of Contact’s -
future operating environment. There is no doubt that
this trend will result in-downward pressure on the
company's trading margins and will require Contact to
carefully consider how to respond to this pressure. '

Around 20 percent of New Zealand’s electricity is
generated using natural gas primarily from the Maui gas
field. While additional‘gas from the Maui field and other
new smaller fields is giving Contact greater confidence
in the short to medium term outlook, the company
continues to focus on securing reliable fuel supplies
past the middie of next decade.

Gas is not Contact’s only fuel source, with
geothermal steam and water powering the company’s .
renewable geothermal and hydro assets. Contact is
continuing to develop geothermal resources in the

“Taupo region to secure steam for the company's three

geothermal power stations in addition to future
developments, '

Liquefied natural gas ‘
Contact and Genesis Energy continue to make
steady progress on the option of importing liquefied

- natural gas (LNG), and expect to announce a preferred

import site In the first half of this financial year.

LNG could help ensure a safe, reliable supply.of .°
natural gas for New Zealand. For Contact, however,
i.mporting LNG is a back-stop option to be exercised
only as a measure of |ast resort if required to prevent
critical baseload generation capacity becomihg
stranded without a reliable fuel supply. ,-

Contact’s clear preference is to use domestically
sourced natural gas, and any decision on whether to

proceed to construction of an import terminal will be

deferred for as long as possnble in order to allow
domestic gas (both current reserves and new
dlscoverles) to come to market. ..

Contact's investigation of LNG is all about prudent
management and preserving future options.

Alongside a focus on securing a reliable supply of
natural gas, Contact is increasing its focus on new
renewable generation development options, to
complement the _Company‘s-existing renewable portfolio.

Geothermal generation

As support for renewable electricity generation
grows, and as the country demands a secure and reliable
supply of electricity, Contact continues to look at
opportunities to develop geothermal generation options.

As the country’s largest generator of geothermal
electricity through three power stations just to the

)

north of Taupo, Contact is committed to further

sustamable development of the region’s world class

geothermal resource. .
Geothermal energy is the most Eeliable formof

“renewable electrlcuty, in that it provides large amounts

of baseload electrlcny that isn’t subject to weather
ﬂuctdauons. Contact believes that, for this reason, its
existi‘ng geothérmal assets, and the potential for future
geothermal development, are of national importance.

) Contact coniinues to invest heavily in its geothermal
development programme. This programme is designed

" to provide the necessary steam to enable Contact’s-

Wairakei, Poihipi Road, and Ohaaki goethermal power
statlons to return to maximum production.

Under this programme, 10 production wells have .
been drilled in the Wairakei, Tauhara and Ohaaki
steamfields. Six of these wells are already operational. -
Coﬁr#tiésioning of an additional three wells will require
Contact to be able to exercise the resource consents,
which were applied for in 2001 and granted by .
Environment Waikato in 2004. ' . 7

However, appeals on these consents have resulted
ina two year delay which has constrained Contact’s
ablllty to maximise the production of renewable
geothermal electricity from its Wairakei and POthlpi
Road]plants. .

. Contact hopes that the appeals associated with

these,consents will soon be resolved, allowing increased

geothermal electricity generation.

The success of Contact’s geothermal drilling
progt!amme has exceeded the company's expectations,
and gonﬁrms Contact’s confidence in the productivity
and longevity of the geothermal resource.

We have selected a geothermal theme for.this
annual report to showcase our geothermal assets.

Al_feature article on geothermal efectricity -
generation on page 18 also profiles the innovative and
environmentally friendly direct heat geotHefmaI project,
which Contact has designed, built and commissioned at
the Taupo-based Tenon wood-processing factory in
June 2066,

Wind energy
C?ntact is also looking closely at new technologles
to diversify further its generation portfolio. As the

- electricity wholesate market trends towards new

entrant pricing, higher electricity and gas prices make
alternative technologies more economic. Contact has
been looking very closely at wind energy - particularly

its economics, the extent of the synergies between wind .

and hydro, and the impact of wind intermittency on -
thermal firming generation.

)




in recognition of our belief that wind will play a
much greatei’—role in New Zealand’s generation mix, in
August 2006 Contact formalised an alliance with the
Australian arm of investment bank, Investec. The bank’s
renewable energy group has projects under, way in
refation to a number of promising wind farm sites'in’
New Zeatand.

The arrangement between Contact and Investec
establishes a platform for the development of wind
generation opportunities. '

Hawea Gates hydro proposal

Contact recently submitted a new resource consent
application for a 17 megawatt hydro generation scheme
at the point where Lake Hawea in Central Otago feeds

. into the Hawea River. This proposal would make use of

an existing flow from lake to river and, in feeding
electricity into the regional electricity network, ensure
a more secure supply of locally generated renewable
energy for the Wanaka / Hawea area.

Contact originally filed an application for this
hydro scheme in 2004 but has revised the application to
reflect the feedback of community consultation and -

- accommodate updated engineering design.

~ The Hawea Gates hydro project is a small-scale,
renewable generation project embedded in the local
electricity network. It harnesses an existing resource
and has minimal environmental impact. As a result,
Contact is hopeful that this project will be well
supported by the local community,

Combined cycle gas turbine upgrades

Contact'is committed to maximising-performance
and efficiency from all of its plants. Over the 12 months
to the end of June 2006, Contact’s Otahuhu B thermal
power plant — already among the most efficient in the

. world - gained an additional 20 megawatts of capacity

through an upgrade.

This follows on from an additional 10 megawatts of
electricity gained through the upgrade of Contact’s
Taranaki Combined Cycle Ptant in early 2005.

Together these upgrades to the combined cycle gas
turbine plants have delivered enough additional
electricity capacity to power around 30,000 homes.

Transmission and regulation
~ The winter months of 2006 have seen record peaks!
in electricity consumption for New Zealand, and the
national transmission grid has at times struggled to

manage this load. Contact has long supported sustained .

investment in transmission as important for security of -

-supply, the development of renewables, and enhanced

.‘ [T energy limited |

competition in the'generation market.
In this respect, Contact welcomed the Governmeént's
policy statement of August 2006 which emphasises the

“strategic importance of timely investment in electricity

transmission infrastructure from a security of supply
perspective. )

Contact is acutely aware of the importance of
regulatory certainty in being able to commit to
investment decisions with confidence. The company will
seek to engage fully in the deernment’srdevelopment '

“of its New Zealand Energy Strategy and hopes to

contribute to an outcome which facilitates and
encourages the investment in the energy sector that
New Zealand needs.

Contact's customers

During aperiod of increasing retail electricity tariffs
and strong compétition for customers, Contact is pleased
to have increased its electricity customer base from
513,000 at 30 June 2005, to 515,000 at 30 June 2006.

This positive result was achieved with a disciplined
focus on operational efficiencies within the retail
business, including the introduction of automated and
web-based customer sofutions.

" Contact continues to focus on securing our”
customers’ loyalty through delivering ongoing vatue.
This objective is closely tied to the development of the
Contact brand - most notably the Contact Energy
Healthy Homes programme.

-Contact continues to invest heawly in actively
promoting energy efficiency in the home and believes
this programme is helping our customers get the most
from their energy, improve their health, and most
effectively manage their energy bills.

Our new Healthy Homes check-up website at
www.contactenergy.co.nz allows people to input data"
specific to their own homes and receive tailored
recommendations on energy efficiency improvements.

The'Contact Energy Healthy Homes programme was
recognised as the Supreme Winner of the 2006 Energy
Efficiency and Conservation Authority EnergyWise
Awards in March this year. The programme was selected
by our stakeholders in Government and from across the
energy and health sectors for both its integrated
approach to energy efﬁmency and improved health
outcomes and for making a difference.

The Contact Energy Healthy Homes programme is

-proﬁled in depth on pages 22 to 23,

Sustainability and the environment
Contact is increasingly focusing on its 7
environmental performance, both in minimising the
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company’s environmental impact, and in idemifyihg
new ‘green’ business oppertunities.

The balance between sustainability and security of
electricity supply can be difficult to achieve,
particularly in the short term. Despite the company’s -
expansion of renewable generation, Contact’s emissions
of carbon dioxide.in the year to June 2006 were higher

. than in the previous year as a result of the increased

| . : demand on the compény's gas-fired plants to replace
hydro generation during a very dry year,

The flexibility of Contact's thermal plant played a
critical role in kéeping New Zealand’s lights on during a
period of constrained hydro generation in the first half
of 2006. The need for robust and flexible back-up of
renewable generation remains of the utmost
importance to the security of New Zealand's electricity
supply, and natural gas is the cleanest and most
efficient thermal fuel for providing this security.

' While Contact would welcome some certainty in
relation to Government suggestions of a carbon charge,
Contact acknowledges that the world is entering a

_ carbon-constrained future where, almost certainly,

| carbon emissions will be both priced and traded.

Again, this is an exciting time to be in the efectricity .

generation business — a time where new ideas and
innovative thinking have the potential to deliver both
business advantage and increased environmental
sustainability. - ' i

To reflect its strong focus on environmental
management Contact this year has joined the
New Zealand Sustainable Business Network.

Further significant environmental initiatives are
highlighted in the Environment section of this.report
on pages 20 to 21.

|
|
‘W [ITIs] 2nergy limited

The year ahead ,

While the 2006 year has beén very successful for
Contact, the company is entering a new phase in its
development. Contact is facing significant challenges’
that the energy industry around the world is also
facing, and Contact will meet them with renewed
leadership and focus.

In méving into this new phase of Contact's

developfnent | have taken the opportunity to introduce

a new seriior management team, profiled on page 25,
which is designed to ensure the depth of strategic
thinking that we will require over the coming yearsin’

order to remain a world-class energy company.

1 want to acknowledge in this report that the last
half of this financial year has been an unsettling time
for Contact staff while the proposal to merge Contact
and Origin Energy was under consideration. Contact is
a company.of talented and committed people and the
delivery of this solid annual result under difficult
conditions proves it. R .

I want to thank all Contact staff for their part in
this annual result and for welcoming me back to
New Zealand, and to Contact Energy.

.

David Baldwin, CHIEF EXECUTIVE OFFICER



overview ot resu

management discussion of audited consolidated financial r;esults for the 12 months ended 30 June 2006

L

This result presents Contact’s first audited annual
result since the implementation of New Zealand
Equivalents to International Financial Reborting
Standards (NZIFRS). Contact implemented NZIFRS with
effect from 1 July 2005. Contact’s date of transition to
NZIFRS was 1 October 2004 and therefore only a nine
month comparative period (1 October 2004 1o 30 June
2005} is retrospectively restated in the statutory
financial statements in accordance with NZIFRS. While
NZIFRS comparators for the entire 12-month period
ended 30 June 2005 are not available, unaudited
information has been providéd for the 12-month period
ended 30 June 2005 under previous NZGAAP. Key
differences between previous NZGAAP and NZIFRS are
highlighted where appropriate. '

Financial review

Contact has achieved Earnings before Net Interest,
Tax, Depreciation, Amortisation and Financial
Instruments (EBITDAF) for the 12-month period ended
30 June 2006 of $557.0 million, compared with $489.3
million for the 12-month period ended 30 june 2005.
This represents an increase of 14 percent.

The two main operating factors, which underpinned
this financial performance, are:

« Higher wholesale electricity revenue driven by
increased thermal generation levels and higher than
average wholesale prices. The higher prices were '
primarily due to low levels of hydro inflows through
much of the 12-month period ended 30 June 2006, as

.compared with the corresponding period in 2005.

South Island inflows during the 12 months to 30 June

2006 were the lowest recorded in the last 29 years,
« A continued contribution from retail electricity and

gas tariff increases, which reflect increases in

wholesale energy costs in New Zealand. This longer-
term upward shift in wholesale energy costs is
primarily caused by increasing fuel costs,

Profit for the 12-month period ended 30 June 2006
was $280.9 million; a 55 percent increase on the result
for the 12 months ended 30 June 2005. This included a
one-off gain of $33.4 million from the sale of Contact's
stake In the Valley Power peaking plant in Australia,
lower financing costs than in the previous comparable
period, and a $8.7 million pre-tax positive change in the
fair value of financiai instruments as accounted for-

[s

under NZIFRS. This last item is a non-cash item primarily

fluctuating positively or negatively, as non-hedge
accoflmted financial instruments are marked-to-market
in prevailing market conditions.

K?ey financial information

$ milligns . 12 months 12 months  Six months  Six months !
ended ended ended ended '
i 30'june 2006 30 June 2005 30 June 2006 30 june 2005
NZIFRS Previous NZIFRS? Previous
! NZGAAP NZIGAAP
Operating ' ) '
Revenue $2,3301 §1,751.8 $1,205.8 $822.9 :
Dperatlng - .
Expenses‘ {§1,7730}  (§1,262.5) ($929.3) {$678.1} ‘
EBITDAF §557.0 $489.3 $276.5 $244.8 : :
Depreciation {$133.2) {$124.3) ($65.5) ($63.5)
Amortisation? . - ($12.2) - ($6.1)
Change in Fair .
Value of Financial ’ '
Instruments3 $8.7 ° : - $3.9 .
Equity :Accounled
Earnings of
Assotiate $4.4 SL6 $4.9 '30.7
Provisions $5.1 - $2.2
Gain on Disposal
of Sub5|d|anes‘ $33.4 . - - - .
Profit B.e[ure Net
Finance Expense N
and Income Tax
(EBIT} ] $470.3 $359.5 $219.8 $178.1
Net Fin:ance
Expense {367.6) ($80.7} {529.6) ($39.4)
Incume; Tax
Expense® {$121.8) ($97.2} {$55.9) {§41.8)
Profit for :
the Period $280.9 $181.6 $134.3 $96.9
|
Shareholders* .
Fquily": + $2,552.2 -$3,034.9 $2,552.2 $3,034.9
1 lncludes retail electricity purchases,
zIn aclcordance with NZIFRS, goodmll is no [onger amortised, but is
instead subject 10 an annual impairment test.
3

X Reprlesems net increase in the fair value of certain financial

instruments accounted for in accordance with NZIFRS.

. Disp%)sal of Contact Peaker (NZ) Limited and its 100% owned

subsidiary, Contact Peaker Australia Pty Limited. Contact Peaker
Australia Pty Limited feased 40% of the generation plant from Valley
Power Pty Limited and was a 40% partner in the VaiCon Joint Venture
that opcratcd the generation plant.

. Under previous NZGAAP, Contact did not recognise deferred tax and

theréfore income tax expense represented current tax payable only.

. Changes due to NZIFRS resulted in a significant decrease in equity

when compared with the treatment of equity under NZGAAP. Refer
to Note 30 of the Financial Statements for the period ended 3¢ June

-2006 for further information.
. Interest income has been reclassified to Net Finance Expense (under NZIFRS)

rath:ir than being included within Revenue {under previous NZGAAP).




Segment contributions

In accordance with NZIFRS, Contact is required to -
report segmeﬁlal information. Contact’s primary
reporting format is business segments. As these
segments are fully integrated within New Zealand, this

‘disclosure does not attempt to present the segments as

stand-alone entities. )

Contact comprises the following two main business
segments: . '

+ Retail - encompassihg any activity that is associated
with Contact’s supply of energy to end-use
customers as well as related services.

s Wholesale - encompassing any activity that is
associated with Contact's generation of electricity
or steam, and Contact’s sales to the wholesale
electricity market. '

Segment results (EBITDAF less Depreciation and
Amortisation} include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis. :

Wholesale electricity purchase casts for the retail
segment are based on spot prices prevailing in the New
Zealand wholesale electricity market at the relevant
time, and at the relevant grid exit purchase node.
Similarly, the revenues received by the wholesale
segment are determined by the spot prices received at
the relevant grid injection points.

The cost of gas purchases across the portfolio is

- allocated between the segments in proportion to

consumption. Gas transmission and distribution charges
are allocated to the segments within which they are
incurred.

Retail segment

The overall performance of the retail segment was
negatively impacted by relatively high wholesale
electricity prices during the 12 months. Retail electricity
purchase costs were $778.9 million for the 12-month
period ended 30 June 2006, 103 percent higher than the
$384.6 million Incurred in the 12-month period ended
30 June 2005. :

The average electricity purchase price was
$100.81 per MWh for the 12-month period ended
30 June 2006. This was 100 percent higher than the
previous corresponding period, when the average
electricity purchase price was $50.53 per MWh.

Electricity transmission and distribution-charges
for the 12 months to the end of June 2006 were
$375.6 million, up three percent from the corresponding
period in 2005.

Partly offsetting these higher costs was an increase
in average revenue per unit of electricity sold of four

lﬁ contact ELEGVRITIHEL]

percent across Contact’s retail customer base for the

12-month period ended 30 june 2006, compared with
the 12-month period ended 30 June 2005,

The number of retail electricity customers increased
from 514,000 as at 31 March 2006, Lo 515,000 as at
30 June 2006.

Gas revenue from wholesale customers was
$76.5 million for the 12-month period ended 30 June 2006,
79 percent higher than for the 12-month period ended
30 June 2005. Increased revenue reflected the higher cost
of gas, as well as a 62 percent increase in wholesale gas
sales. The increase in wholesale gas sales was primarily

“due to the expiry in June 2006 of a 12-month contract

of approximately 7 P) with a significant wholesale gas
supply customer. This contract has not been renewed.

$ million 12 months 12 months  Sixmonths  Six months
. ended ended ended ended
30 June 2006 30 June 2005 30 June 2006 30 June 2005
NZIFRS Previous NZIFRS Previous
NZGAAP . NIGAAP
Retail
electricity . '
revenue $1,080.4 $1,0141 $529.5 $487.5
Gas revenue
wholesale '
customers $76.5 §42.7° $35.0 $15.2
Gas revenue :
retail customers  $107.8 $130.2 1431 $59.9
Other retail :
revenue’ : $6.9 $5.9 $3.5 $3.8
Total Retail
Revenue $1,271.6 $1,192.9 $611.1 4566.4
Retail electricity i
purchases {$778.9} (§384.6) - (3423.5) (5248.8)
Electricity

transmission and .
distribution costs {$375.6} ($365.1) (5181.3) ($175.1})

Gas purchase .
and transmission (§131.0) ($120.1) ($57.0) ($48.2)

Other operating
expenses {§120.2} ($124.1) {$61.8) {$57.6)

Total Operating ]
Expenses ($1,405.7) {$993.9) ($723.6) {$529.7)

EBITDAF ($134.1) $199.0 {$112.5) $36.7
Depreciation ($7.6} ($8.6) - 150.2) ($2.9)
Amortisation? . - ($12.2) . ($6.1)
Segment Result  {$141.7) $178.2 ($112.7} $21.7

Average electricity

purchase price

{$/MWh) $100.81  $50.53 sn2.se $67.36
Retatl

electricity :

sales 72361 GWh  72.213GWh 3,568 GWh 3,413 GWh
Gas sales ’

wholesale )

customers 13.8 R 8.5P) 61 Pl 13pPl
Gas sales : )

retail customers  7.0PJ 9.5P) 24P 41P)

1. In accordance with NZIFRS, goodwill is no longer amortised, but is
instead subject to an annual impairment test.
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Gas revenue from retail customers reduced from
$130.2 million for the 12-month period ended 30 June
2005, to $107.8 million for the year ended 2006. Gas
customer numbers and volumes continue to reduce as
Contact adjusts tariffs to reflect the rising opportunity
cost of gas. Contact had 79,000 gas customers as at
30 June 2006 compared with 80,000 as at 31 March 2006.

Other operating expenses in the retail segment
reduced from $124.1 million at 30 June 2005 to $120.2

- million for the 12 months ended 30 |une 2006.

Looking forward to the 12-month period ended 30
june 2007, the company will continue to consider the
impact of competitive pressure on customer churn,
particularly in fight of higher input costs.

Wholesale segment

Low levels of Hydro inflows resulted in higher
wholesale electricity prices during the 12 months ended
30 June 2006. The average price received by Contact for
its generation was $92.84/MWh for the 12-month period
ended 30 June 2006, compared with $48.58/MWh for
the 12-month period ended 30 June 2005.

These wholesale market conditions — driven by low
hydro inflows and storage — reinforced the importance
of Contact’s thermal and geothermal generation assets
in such conditions. Contact's total generation was
11,534,GWh for the 12-month period ended 30 June
2006, up 10 percent on the same period last year.
Thermal éeneration for the 12-month pericd ended
30 June 2006 was 6,643 GWHh, up 41 percent from
4,702 GWh in the previous corresponding period.

This increased thermal generation more than offset the
reduction in hydro inflows and generation over the
12-month period. )

Hydro generation was 3,065 GWh for the 12-month
period ended june 2006, down 23 percent on the
12-month period ended 30 June 2005.

Production from Contact’s geothermal assets was
- 1,820 GWh for the 12 months to the end of June 2006,

up three percent on the previous corresponding year.
{increased production from the Wairakei Binary plant
offset reduced production due to declining steam
pressure at other geothermal stations in the early half
- of the year, This decline was mitigated in the second
half of the financial year through Contact’s steam-
winning, drilling and field dévelopment programme.

The overall increase in generation resulted in
Contact’s overall hedge level {retail electricity sales and
hedge contracts as a proportion of total actual
generation) for the 12-month period ended 30 June 2006
averaging 83 percent, compared with 90 percent for the
corresponding 12-month period in 2005.

Ct-
L

High levels of thermal generation lifted Contact’s
internal use of gas for electricity generation to 54.0P|
for the 12-month period ended 30 June 2006, compared
with 38.9P] for the 12-month period ended 30 June -
2005. tn addition to utilising Maui gas entitlements for
the additional generation, gas was also acquired
through Contact exercising its.rights of first refusal
{ROFR) under agreements with the Maui Mining
Companies for use at the New Plymouth power station
during periods of relatively low hydro inflows and
storage. The ROFR arrangements give Contact a right of
first refusal to a portion of any additional 'gas that the
Maui Mining Companies may wish to sell over and
above their commitments to the Crown and Methanex.
These purchases were made at prices that are
significantly higher than the levels prevailing in
Contact’s legacy Maui contracts. '

$ millien 12 months 12 months  Sixmonths  Six manths
ended ended ended ended
30 June 2006 30 June 2005 30 June 2006 30 June 2005
NZIFRS Previous NZIFRS Previous
NZGAAP NZGAAP
Whalesale
electricity
revenue $1,046.2 $544.5 $590.3 $3521
Steam sales $9.0 $8.4 $3.9 $3.5
Other wholesale ‘
revenue - $2.0 . $3.6 315 $1.3
Total Wholesale :
Revenue $1,057.2 $556.5 $595.7 $356.9
Electricity
transmission
and distribution  {$35.2) {$26.4) ($21.9) - (313.6)
Gas purchase
and
transmission ($223.4) {$139.9) {$125.2) ($81.3}
Other aperating
*expenses {$108.8} ($102.2) (360.0) {§53.7)
Total Operating
Expenses (§367.4) ($268.5) (§207.1) {$148.6}
EBITDAF $689.8 $288.0 $388.6 $208.3
Depreciation (5116.7) ($109.4) ($56.3) {$54.3)
Segment Result  $573.1 $178.6 $332.3 $154.0
Average
Wholesale
Electricity Price . )
($/MWh)? $92.84 448,58 $103.33 $63.05
Gas used in
internal
generation 54.0P) 38.9P) 7.7P) 22.4 7}
Thermal .
generation 6,649 GWh 4,702 GWh 3,467 GWh 2,692 GWh
Geothermat
generation 1,820 GWh 1,765 GWh 901 GWh 867 GWh
Hydro
generation  3,065GWh 3,982 GWh  1,575GWh 1,863 GWh
Total
generation 11,534 Gwh 10,449 GWh 5,943 GWh 5,422 GWh

1. This price excludes contracts for differences.



The increased volume of gas and Contact’s use of
ROFR gas resulted in higher gas costs {including
transmission) of $223.4 million for the 12 months period
10 30 June 2006, compared with $139.9 million for the
previous corresponding period.

During the 12-month period ended 30 June 2006,
Contact experienced higher average gas costs than
pfior periods, These higher costs resulted from Contact
exercising its rights of first refusal (ROFR} under
agreements with the Maui Mining Companies to acquire
additional gas. ) '

In March 2006, Maui Development Limited (on behatf
of the Maui Mining Companies) advised that the further
ROFR gas available for sale was assessed to be in excess
of 200 P). The company is..éurrently in discussions with
the Maui Mining Companies potentially to purchase
additional ROFR gas from the field on commercial terms.

A seismic survey of Contact’s offshore Taranaki
exploration permit, PEP38943, was completed in early
2006, Evaluation of that data has largely been
completed. Contact has received a three-month
extension to the drill commit date on its exploration
permit from Crown Minerals, while it continues to
evaluate the seismic interpretation and potential
partnership arrangements with other companies.

Other Operating Expenses

Other operating expenses for the 12-month period
ended 30 June 2006 were $215.4 million. Included in
these expenses were $8.7 million of project costs related
to the proposed merger between Contact Energy and
Origin Energy. This compares to the 12-month period
ended 30 June 2005 when other operating expenses
were 5210.8 million.

Taxation Expense

Tax expense for the 12-month period ended 30 june

2006 was $121.8 million, up 25 percent from $97.2 million
for the previous corresponding period.

The effective tax rate for the 12 months ended
30 June 2006 was 30 percent. The difference between
the effective income tax rate and the statutory rate is
principally due to the non-taxable gain on disposal of
subsidiaries.

The effective tax rate for the 12 months ended
30 june 2005 was 35 percent. Under previous NZGAAP,
tax expenses did not recognise deferred tax. Therefore
income tax expense for the 12 months ended 30 June

|
1
|
!

2005,!under previous NZGAAP, represented current tax :
payat;)ie only.
. With the adoption of NZIFRS, the calculation basis
for income tax expenses has changed. Looking forward,
itis expected that Contact's expected effective tax rate

reflected in the income statement is likely to be

1
between 33 percent and 34 percent.

Disposal of Subsidiaries

On17 October 2005, Contact disposed of its entire
interest in Contact Peaker {NZ) Limited and its 100,
percent owned subsidiary, Contact Peaker Australia Pty
Limited. Contact Peaker Australia Pty Limited leased 40
percernt of the generation plant from Valley Power Pty
Limileld and was a 4(5 percent partner in the ValCon
Joint Venture that operated the generation plant.

Sz}les proceeds of $70.5 million were received from
the disposal. The disposal gave rise to a net gain on
disposal of $33.4 million. The net assets disposed of
were $37.4 million, which included $8.2 million for the
fair value of a derivative instrument, net of deferred tax.
Furthier detail will be provided in Note 19 of the Financial
State_fnqms for the 12 months ended 30 June 2006.

Ftinding and Capital Management

Contact’s level of net debt' has fallen from
SI.OBEI.A million as at 30 June 2005 to $763.8 million as
al 30 June 2006. This reduction in net debt of $273.6
million was primarily due to an increase in Contact's
net short-term deposits as the company received cash
in excess of that required to satisfy capital
commitments. ‘

Toltal capital expenditure was $139.6 million for the
12 manths ended 30 June 2006. Of this, $73.4 million
related to business-as-usual capital expenditure, with
the re'rnainder applied principally to geothermal
development options.

Commitments

Tc!tal capital and investment commitments at
30 ]ur|:e 2006 are $154.4 million compared with
$181.7 miltion at 30 June 2005,

Dividend declaration .

Th[e Board has resolved to pay a 16 cents per share
fully imputed final dividend for the 12 months ended
30 June 2006. This dividend will be paid on 21 September ‘
2006,) - ‘ C

!

1 Calcwlated as the sum of NZ$ equivalent current and noncurrent borrowings, finance lease liability and bank overdraft Tess short-term depasits.




company overview

Contact Energy is one of New Zealand’s largest listed companies, and has over 90,000 shareholders, a

Retail

Contact Energy:

Has around 600,000 electricity and gas customers

Has around 27 percent of New Zealand's total retail electricity
market share .

Has around 35 percent of the retail gas market

Retails electricity and gas under the Cantact brand and eleclrlclty
under the Empower brand

Runs customer call centres in Levin and Dunedin, and a retail
service centre in Lower Hutt.

national staff of around 800 and generation and retail coverage across most of New Zealand.

Generation

Cantact Energy owns 10 power stations-across both the

North Island and South Island.

These power stations provide 28 percent of New Zealand's total
electricity generation capacity. -

Contact's electricity generation capacity is the most diverse in
New Zealand and comes from three main sources: hydro

(35 percent); geothermal {15 percent); and natural gas {50 percent)
Contact is also contracted to operate the Crawn-owned reserve .

nlact energy limited

generation plant at Whirinaki in the Hawke's Bay, and holds a
minority interest in the Oakey Power Station in Australia.

Otahuhu B ‘
cembined cycle gas turbine 402MW {estimated} |

Otahuhu A

reaciive power _
Auckland Sales team

New Plymouth

gas-fired steam turbine 300MW {estimated) fe Rapa

cogeneration 44MW

Ohaaki
geothermal 105MW '

Contact permit area 38493
) (restricted to 44MW due to steam availability)

Wairakei

Levin Call Centre .
geothermal 181 MW (Includlng blnary plant}

Paihipi
geothermal S5MW
{restricted 1o 25MW due to resource censent conditions)

Taranaki Combined Cycle
combined cycle gas turbine 377MW
{with ductburnet in operation)

Lower Hutt Retail Services Centre

NOTE: Generation capacily; is
expressed as approximate nameplate

Clyde, Clutha River rating in megawatts (Mw).

hydro 432MW

KEY

Roxburgh, Clutha River [l Erecuicity retail area

hydro 320MW :
: Contact retails gas throughout

Dunedin Call Centre the North Island.

>

Gas and upstream

+ Inthe year ended 30 June 2006, Contact Energy used 54.0 petajoules of natural gas for
electricity generatian, and supplied 20.8 petajoules to retail and industrial customers.

+ inearly 2006 Contact completed a seismic survey of its 5,318 square kilometre exploration
permit PEP38493, off the Taranaki Ceast. Evafuation of that data has largely been completed.

Pohokura
L]




1 Otahuhu B combined cycle gas

turhine {407 MW estimated)
Commissioned in 1999, the Ctahuhu

B Power Station is one of the world's
most efficient thermal power stations.
Situated in South Auckland, Otahuhu

B provides large amounts of reliable
electricity directly into New Zealand's
largest oad centre,

Otahuhu A

Commissioned in 1968, this gas-fired
power station now provides reactive power
which is required for the stable operation
of the electricity transmission system.

1 Te Rapa cogeneration {44MW)
Commissioned in 1999 the Te Rapa
cogeneration plant is extremnely efficient,
using natural gas to generate steam and
electricity for Fonterra's Te Rapa factory,
with surplus electricity being exported
back into the electricity system.

3 Ohaaki geothermal {105MW
—~restricted 10 4411W due to steam
availability)

Commissioned in 1989, the Ohaaki
Geothermal Power Station features a
uniqie 105 metre high cooling tower.
The plant draws geothernial steam from
the Ohaaki steamfield.

4 Waisakei grothermat (18¥MW
inctuding binary plant}

Cemmissioned in 1958, the Wairakei
Geothermal Power Station has| been
praviding New Zealand with renewable
basetoad electricity for nearly 50 years.

5 Poihipi geothermal {(S5MW |

= restricted to 25MW due to résource
consent conditions)

Purchased by Contact in 2000, the
Poihipi Geothermal Power Station is a
modern and efficient power station;
drawing steam from the Waira:kei
steamfield. |

& New Plymouth gas-fired stedm
turbinie {300MW) '
Commissioned in 1974, the New
Plymouth Power Station was, él the
time, the largest thermal powes station
in the country, with five units providing
generation capacity of 500MW. Mew'
Flymouth now operates three i.lnits and
has the option of being able to run on
fuel oil if required, |

- g

7 Taranaki Comhined Cycle

combined cycle gas turbine (377MW
with ductburner in operation)
Commissioned in 1998 in the Taranaki
town of Stratford, the Taranaki
Combined Cycle Power Station (TCChis
a modern, efficient plant.

8 Clyde hydro (432MW)

Generating electricity from four large
turbines, the Clyde Dam and Pawer
Station in Central Otago is the largest

concrete gravity dam in New Zealand. ~

9 Roxburgh hydro {320MW)

This year the Roxburgh Dam marks 50
years of generating electricity. Built in
the early 19505 and commissicned in -
1956, the Roxburgh Dam and Power
Station was the firss large scale hydro
dam on the Clutha River in Central
Otago.

"



ge@the'rm al energy -

This financial yeér has reinforced the fact that,
while more renewable electricity generation is desirable,
New Zealand also needs a secure and reliable electricity

-supply. This can be a difficult combination to achieve.

" While both hydro and wind genefation can produce
farge amounts of clean, renewable electricity, they
also, by their-ve'ry nature, depend on the weather. As a

result they cannot provide reliable, baseload electricity.

Geothermal energy provides the exception —a
renewable form of energy that can provide sngmﬁcant
amounts of electrlcny that is ‘always on’. Geothermal
energy harnes_ses heat from deep inside the earth and uses
steam and hot geothermal water to prodluce electricity.

In the Taupo area, New Zealand has one of the
larger and more spectacular geothermal regions in the
world, with capacity to generate significantly more
electricity than it-currently produces

Contact is'New Zealand's Ieadmg supplier of
geothermal efectricity, with around five percent of
New Zealand's total electricity demand met from the .
company’s three geothermal power stations located in
the Taupo region.. . _

New Zealand is a world-leader in the development
of geothermal electricity generation. Contact's .

* Wairakei geothermal power station was commissioned -

in 1958 and was the second geothermal power station

. 10 be built anywhere in the world.

Contact’s Wairakei plant has an installed capacny
of 165 megawatts, plus 16 megawatts of additional
electricity added through the construction of the
Wairakei Binary Plant in June 2005. T_hrbugh 55
geothermal production wells, the Wairakei plant
produces enough renewable electrlcny to power
around 181,000 homes. ) )

Contact’s other geothermal power stations at
Ohaaki and Poihipi Road are relatively modern plants
with a combined available capacity of 160 megawatts
{restricted to 69 megawafts due to steam availability
and resource consént conditions).

" While these three power stations provide New
Zealand with large amounts of renewable electricity,
the region’s geothermal resource can also be harnessed
as an efficient and cost effective source of direct heat
for indusfry.

Starting in mid-2005 and completed in June 2006,

‘w [LcTad energy limited B

Contact developed and built a direct heat project to
supply the Taupo-based Tenon wood processing plant
with up to 20 megawatts of direct geothermal heat for
its nine wood-drying kilns. - ’

Previously, natural gas had been burned to generate
the heat for these kilng, and the shift to renewable
geothermal heat will not only lead to significant energy
cost savings at the p1.ant, but-also to greater operational
efficiencies and reduced envifo_rmmenta[ impacts.

The project takes geothermal steam and water from
two droduction‘we_lls in the Tauhara steamfield to the
East of Taupo township, and pipes it 1.5 kilometres into
heat exchangers on the Tenon site at Centennial Drive.

Hot geothermal water.is then used to heat the
wood-drying kilns, with waste water reinjected into the
edge of the steamfield nearly two kilometres away,

This project demonstrates how sustainably
harnessing geothermal heat'cgn'-beneﬁt both industry
and the environment. Through providing a reliabte and
renewable alternative energy source, the project gives
Tenon a competitive edge énd.se,rids clear signals that
the Taupo region is-'én‘att.ractive place for industry to
invest. . o

There is huge potential for New Zealand's strong
geothermal resource to provide greater levels of
renewable electricity and heat at a time when New
Zealanders are demanding ever—mcreasmg amounts.

Comact s drilling programme has recently
commissioned six new geothermal production welfs

. and has reinforced the company's confidence in the

strength of the resource to continue to provide large
amounts of renewable electricity. .

Resource consents granted by Environment Waikato
would enable Contact to generate more electricity from
its Taupo plants. Howe\)er, the appeal of these consents
has constrained Contact's geothermal electricity
generation for the last two years.

Contact hopes that the appeals will soon be -

. resolved, allowing the generation of more renewable

electricity. - )

Contact is committed to the ongoing development
of geothermal enérgy in New Zealand. If treated with
respect and sustainably managed our geothermal
resource can continue to deliver us the range of
benefits we enjoy today, for generations to come.
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Contact is committed 1o minimising its impacts on
the natural environment and, over the last year, has
continued to take steps to increase the sustainability of
the company's operations. -

Contact is responsive'to the growing awareness of
environmental sustainability among its customers, staff
and the wider comml.]nity. Contact also appreciates
the importance of energy companies taking a practical
lead in addressing the challenges created by climate

" change and is exploring the range of potential business-

opportunities responding to these challenges may present.
The company has undertaken a number of new
environmental initiatives over the last 12 months.

Sustai'néble Business Network

In june 2006, Contact joined as a full member of the -

New Zealand Sustainable Business Network. The Network
provides a forum for businesses that are interested in
sustainable development practice to “get together and
make it happen™,

In its statement of intent, the Sustainable Business

" Network seeks to advance: environmental quality, social

equity, economic prosperity, and ethics in business.
The first step that Contact will take as a new

- member is an audit of the business to identify ways in

which Contact can improve its processes and practices.
This will be conducted over the next few months.
Contact will then embark on a process of refinement
and improvement to ensure sustainability remainsa -
business priority. ' o )
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A boost for solar
The development of solar energy will play an
increasing role as a clean, renewable source of energy

.

. in New Zealand. While most solar development will -

continye to occur in'the heating of domestic hot water,
photovoitaic {PV) solar technology - the creation of
electricity to power normal household appliances ~ is

. also an emerging technology.

The solar industry has argued that an inability to
export surplus electricity generated from PV solar
technplégy back into the national grid is hampering the
development of the industry. _'

In response, Contact reached an agreement with the
New Zealand Photovoltaic Association under which its
miembers can sell surplus electricity, generated through
solar technology, back to Contact. .

While export of solar electricity back into the.
national grid needs 1o.be apprqoved by the System
Operator, Transpower, and at this stage there is no
commercial margin for either Contact or a PV supplier in
this activity, this is a positive step towards understanding
and developing New Zealand's solar industry.

- In August 2006, Contact was invited to the launch
of a cutting-edge eco-home in Auckland. The 1930s
Art Deco home has been extehsively retro-fitted with_
insulation and energy-efficient appliances and uses
photovoltaic solar technology. As a Contact Energy
customer, this household is able to sell surplus electricity -
back into the electricity network. See photo next poge.




Harnessing renewable heat from the earth

in june 2006, Contact Energy completed and
commissioned an innovative direct heat project at
Tenon's Taupo Wood Processing Plant. This project is
profiled in the Geathermal Energj/ section on page 18.

The Wairakei Environmental Mitigation _

Charitable Trust : o

The Wairakei Environmental Mitigation Charitable
Trust administers $1 million of funding made available
by Contact Energy to develop and manage a range of
envlronmental prolects in the. Taupo region under the
company's resource consent obligations. The Trust
includes members from Fish and Game, the Department
of Conservation and Contact Energy, and was
established as a part of Contact’s resource consents for
geothermal efectricity generation in Taupo.

The Trust is making good progress in a $115,000
project to eradicate wild pines in the unique Te Kopia
Geothermal area in Taupo.

The Department of Conservation {Rotorua) is leading
the Te Kopia pine eradication project, and is now in the
final stages of poisoning the pines on the reserve.
Eradicating wild pines from the area will protect the

. large colonies of rare ferns, Dicranopteris linearis, and

the rare bearded orchid, Calochilus robertsonii, that
can be found there.

The Trust is also considering a proposal to develop a
nationally significant wetland area near the Ohaaki
Hardcastle Lagoon beside the Waikato River.

Greenhouse gas emissions

Contact is New Zealand’s largest user of natural gas
for electriciu‘r generation. Contact recognises that
climate change is a significant global issue and that
greenhouse gas emissions are a contributing factor,

Contact's combined cycle gas turbine power
stations — Otahuhu B and the Taranaki Combined Cycle
Plant — are the most efficient gas-fired plants in the

country, and among the most modern in the world.

Nétural gas is the cleanest burning thermal fuel,
with Iiess than half the COz emissions of coal and no
smoke or ash by-products.

South Island hydro storage was at 229 year low in
the 12I months to the end of June, and Contact’s gas-
fired power stations were required to run hard to cover
a shortfall in hydro generation.

Cantact's thermal generation plant produced
41 per:cent more electri'ciiy in the 12 months to the
end of June in 2006 than in the same period for 2005.
Asa result Contact's COz emissions increased from
2.2 mulhon tonnes in the year to the end of June 2005,
to3 mulhon tonnes to the end qf June 2006,

Contact's gas-fired power stations play a critical
role |n New Zealand's energy mix. Contact also
acknowledges the need to limit or offset CO2 emissions
where practicable. Contact is actively |nvest|gat|ng a
range'of new measures through which Contact’s net
carpop emissions can be managed and reduced.

.
[

Healthy Homes and Er'lerg! Efficiency

Th'rough the Contact Energy Healthy Homes energy
efﬁcielncy programme, Contact has helped insulate over
2,500 New Zealand homes; helping reduce energy
demand, m-anage power bills and keep thousands of
New 'Zreallanders warmer, drier and healthier. See the

Contact Energy Healthy Homes feature on pages 22to

23 for-more details.

Contact Energy Greenhouse Gas Emissions
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contact energy healthy homes

An March this year the Contact Energy Héalth'y Homes
programme was named as the S[ip‘reme Winner of the
EnergyWise Energy Efficiency Awards in Auckland.

The winning of this award was welcome recognition
of the difference the Contact Energy Healthy Homes
programme is making in New Zealand.

The Contact Energy Healthy Homes programme
promotes the benefits of warm, dry and energy efficient
homes. Since it was launched in early 2005, it has evolved
into a fully integrated programme, combining the ‘Tui
and Beatrice’ public awareness advertising campaign,
the company's major health sponsorships, and strong
support for community-based projects which further
demonstrate the health, comfort and cost saving

- benefits of well insulated, energy efficient homes.

“Contact now directly supports more than 10
regional healthy homes projects which provide free or
low-cost insulation retrofits of previously cold, damp
and draughty homes. Under these projects, people on
low incomes, or those suffering from respiratory illness,
are referred to the scheme by social service agencies.

Through Contact’s support for the healthy homes
retrofit programme, close to 2,500 homes have been
fully insulated at little or no cost to the occupiers. The
benefits of the scheme are profound, with residents
reporting much higher levels of comfort from living in a
warm, dry house, improved health outcomes and
reduced energy bills. .

Home retrofitting projects supported by Contact
Energy are under way in Dunedin, Christchurch, South
Canterbury, Nelson, Kapiti / Horowhenua, Hawke's Bay,
Wellington / Hutt Valley, Taranaki, Gisborne, and the
Ngati Kahungunu rohe from Wairoa to the Wairarapa.

Contact works in partnership in these schemes with
the Energy Efficiency and Conservation Authority {EECA),
a number of local authorities, community trusts,
electricity netwark companies and district health boards.

Contact is currently surveying all of the households
which have received insulation retrofits through the

. E ]
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healthy homes retrofit programme. Collecting in-depth’
data from families both before and after insulation is
fitted to their homes will provide valuable information
to enhance the effectiveness of future projects. Contact
will share these insights with key stakeholders at both a
national and local level.

Over the first half of 2006 Contact added two new
projects to the healthy homes retrofit programme —a
project with Ngati Kahungunu, covering the East Coast
of the North Island, and a project with Community
Energy Action in Christchurch which is insulating the
homes of people aged over 70. . :

This year Contact also launched an interactive
healthy homes website www,positive-energy.co.nz.
which enables households to input data specific to their
homes and determine what steps'they can take, and at
what cost, to make their homes warmer, drier and more
energy efficient. '

In conjunction with some strong retail customer
offers for discounted insulation and energy efficient )
appliances, in partnership with Mitre 10 and Farmers,

~ Contact has delivered a very strong, integrated energy

efficiency offer to its customers and the wider
community. .

Some 400 homes have been fitted with modern,
enérgy efficient heating systems thanks to Contact’s
support for the University of Otago’s Housing and
Health Research Group’s study into the links between
respiratory illnesses, heating choices and the home
environment.

Contact is also the princibal sponsor of the
New Zealand Asthma and Respiraiory Foundation,
helping the organisation tackle New Zealand's
extremely high'rate of childhood asthma. -

Contact is leading New Zealand in promoting
warmer, drier and healthier homes, and the cost savings

that come with well-insulated homes.

Contact Energy Healthy Homes — bringing genuine -
positive energy 10 our homes and regions.



The Contact Energy Healthy Homes programme has been recognised as an integrated

campaign which is delivering real results. In presenting Contact with its Supreme
EnergyWise Award earlier this year, EECA Chief Executive Heather Staley said,

"Contact Energy thought about {Nhat would actually

- work for people, and they tallored the project to make

energy efficiency easy. Delivering better value for the
same energy bill benefits their customers and makes
good business sense for them”. /
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noarag o1 directors

1 Grant King Chairman

Grant King joined the Contact board in
October 2004. He has been Managing
Director of Origin Energy Limited since its
demerger from Boral Energy in February
2000 and was Managing Director of Boral
Energy from 1994. Prior to joining Boral, he

. was General Manager AGL Gas Companies.

Grant King is a Director of Envestra Limited
and Chairman of Energy Supply Association
of Australia Limited, He is a Councitlor of
the Australian Petroleum Production and
Exploration Association and the Australian

Graduate School of Management. He has a .

Civil Engineering degree and a Master of
Management. )

4 Bruce Beeren Director

- Bruce Beeren joined the Contact board

in October 2004. With over 30 years’

experience in the energy industry, he was .

establishment Chief Executive Officer of
Victorian Energy Networks Corporation
and held a number of senior management
positions at AGL and Origin Energy Limited.

" He is a director of Qrigin Energy limited,

Envestra Limited, Coal & Allied Industries
Limited, Baycorp Advantage Limited and
Equipsuper Pty Limited, and is a former
director of NGC Holdings Limited, He holds
Science and Commerce degrees and a
Masters of Business Administration, and

is a Fellow of CPA Australia and the
Australian Institute of Company Directors,

2 Phillip Pryke Deputy Chairman and
Independent Director

Phil Pryke was Chairman of Contact Energy
from its establishment in 1995 until
QOctober 2004 when Grant King was
appointed Chairman. Phil Pryke is a
director of Macquarie Goodman (NZ)
Limited, Macquarie Goodman Property
Aggregated Limited and Co-Investor Capital

- Partners Pty Limited. His previous roles
. include Vice President, Global Sales and

Client Solutions — Asia Pacific at Electronic

" Data Systems (EDS), Chief Executive of

Nexigen Networks and Chief Executive
Officer of Lucent Technologies Austratia Pty
Limited. He holds an Ecanomics degree.
from the University of Sydney.

5 Karen Moses Director

Karen Moses joined the Contact Board in
October 2004, She is Chief Operating
Officer, Australia of Origin Energy Limited.
Karen Moses has over 20 years’ experience
in the energy industry in Australia and
overseas and has been a director of
Rockgas Limited in New Zealand since 1999.
She is a Director of Victorian Energy
Networks Corperation, Energy and Water
Ombudsman (Victorial Limited and the
Centre for Engineering Leadership and
Management and is a member of the
Australian Institute of Energy and the
Australian Institute of Company Directors.
Karen Moses holds an Economics degree
and Diploma of Education from the
University of Sydney.

3 John Milne Independent Director

John Milne has been a director of Contact

. Energy since Contact’s establishment in

1995, He is a Director of The New Zealand
Wine Company Limited, an Independent

‘Member of the Wellington City Council

Audit & Risk Management Sub-Committee
and Chairman of The He Huarahi Tamariki
Trust. He has held a number of directorships
and senior management positions, including
with Shell International in London and the
Far East, and Deputy Chief Executive
Officer and Vice President Finance in the
Philippines. A Chartered Accountant and a

_Fellow of the Institute of Directors, he

holds a Master of ‘Arts (Cambridge) and a
Bachelor of Commerce (NZ) degree.

6 Tim Saunders independent Directar

Tim Saunders was etected to the Board of
Contact Energy in 2000, having also been
on the Board from 1995 until 1998. He is on

the Australasian Advisory Board of LEK

Consulting and is a consultant to
Northington Partners Limited. He is an
accredited Fellow of the Institute of
Directors and his current directorships
include Feltex Carpets Limited (Chair), Pyne
Gould Corporation Limited, Solid Energy NZ
Limited (Chair), Calan Healthcare Properties
Limited and Global Corporate Credit
Limited. He holds a Master of Business
Administration {Columbia) and a Commerce
degree in Economics (Cape Town).




o .

? SCIMIOT

Chief Executive Offices

David Baldwin was. i
appointed Chief Executive |
Officer in May 2006, Prior
to joining Cantact, he was
based in Hong Kong
overseeing the energy asset .
interests of Ritchie Capital,
a US investment fund.
Before that, David held

.senior roles at MidAmerican
Energy Holdings, a Us-based
global energy company,
and Shell in New Zealand
and the Netherlands. David

' holds a Master of Business

Administration and an !

Engineering degree.

Ross O'Neill joined Contact in
July 2003 and is responsible for
Contact's governance,

. including the company
secretariat, legal, insurance,
audit and risk assurance. Prior

to his appointment, Ross was a
partner with a major New
Zealand law firm. Ross holds a
Law degree and is a member of
the Institute of Directors and
the executive committee of the
Listed Companies Association.

Jon Hare General Manager -
Corporate Development

lon Hare joined Contact in
January 2005 and is responsible
for Contact's medium to tong -
term fuel supply arrangements,
sates and marketing, brand
developmeni and risk
management. Jon has over

15 years” experience in energy
trading, project development
and consultancy in the
electricity and gas markets in
the United Kingdom and
Australia, including nine years
at Origin Energy Limited.

on holds a Science (Hons}
degree in Mathematics with
Economics (Sussex).

David Thomas General Manager
- Operations '

David Thomas joined Contact
in July 1996 and is respansible
for managing Contact’s existing
generation interests, its
generation development
activities, and its environmental
activities and land portfolio.
David’s broad energy sector
experience includes roles at BP
and Fleicher Challenge in New
Zealand and overseas. David
helds degrees in Science and in
Engineering {Hons){Chem} and
is a member of the Institute of
Directors.

Kim Jus:ling Chief Financial
Officer .
Kim ]o§|ing joined Contact in

mid-2002 and is the company’s

Chief Financial Officer. Prior to -

P . .
joining Contact, Kim josling
was a senior manager with
Peloitte, Kim has wide experience

- in the audit, advisory and
consulting sectors - primarily in
1
the energy, manufacturing and -

distribution industries. Kim is a

Chartered Accountant and has
1 \

a Business Studies degree,

T:ading!

" Mark Trigg joined Contact in

1998 and is responsible for
wholesale trading, portfolio
manag%ment. transmission and
account-managed sales
activity, Prior to joining
Contact, Mark worked for 10
years in the financial markets
sector in trading, risk
management and corporate
finance roles. Mark helds an
Engineéring degree {Chem &
Materials) and has undertaken
senior executive Training at
Columbia University, USA.

Jos Kunnen Chief Information
Officer ) ot

Jos Kunnen joined Contact in
October 2004 and is responsible
for the delivery of the
company's information
technology services, Prior 10
joining Contact he was General
‘Manager of Hewlett-Packard
Consulting Australasia -
responsible for providing
technology solutions to
businesses in highly competitive
sectors. |os has wide experience ,
in the effective management
and delivery of technology
services and holds a Master of

" Business Administration and an

Electrical Engineering degree.

Tom Young General Manager — -
Retail Operations

Tom Young joined Contact in
1998 and is responsible for
Contact's retail operations
including customer service
defivery. His extensive
experience in the energy sector
includes roles in generation
operations, retail services,
network management, sales
and marketing, corporate and
major project development.
Prior to joining Contact, Tom
held senior management roles
in Stratford Power, Electra and
CoalCorp. He holds a Commerce
and Administration degree,
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Combany
Contact Energy Limited is a limited liability company

registered under the New Zealand Companies Act 1993,

The company is listed, and its shares are quoted, on
the New Zealand Stock Market (NZSX). The company's
listing is under the ticker “CEN",

Contact is required to amend its constitution at the
2006 Annual Meeting in order to reflect changes to the
NZSX Listing Rules. Details about.the new constitution
are set out in the Notice of Annual Meeting and a copy
of the proposed new constitution, marked up to show
the changes, is available on the company's website at
www.contactenergy.co.nz, or on reguest.

Dividend Policy o

Contact's dividend policy is to maintain or grow
dividends on a year to year basis while targeting an
average net surplus payout of approximately 80 percent
over time. - '

Ethics

Contact's Code of Ethics sets out the ethical and
behavioural standards expected of the company's
directors, employees and contractors.

The Code of Ethics encapsulates Contact’s vision to
be the most respected integrated energy business in
Australasia. To achieve this vision, Contact promotes
the following values (presented in no particular order)
in all its activities. Contact strives to:

« provide a healthy, safe and rewarding work
environment;

+ beanindustry leader;

+ be astrong and honest competitor in the energy
sector;

+ be a responsible corporate citizen;

» be respectful of the environment;

« provide quality service and fair treatment to
customers; and '

o deliver value to shareholders.

The Code of Ethics also sets out expected standards
relating to conflicts of interests, fair dealing, use of
information and property, and compliance with laws
and policies. :

Contact has established internal procedures to
monitor compliance with the Code of Ethics. Every six
months, a report is provided to the Board Audit
Committee highlighting any matters raised 'by staff

under the Code of Ethics. In the financial year ended 30
June 2006, there were no matters reported or known
breaches of the Code of Ethics.

A copy of the Code of Fthics is available on the
company's website at www.contactenergy.co.nz, or on
request.

Health and Safety

Health and Safety is a key priority for staff and
management at Contact. Health and Safety is an
integral factor in assessing management's achievement
of annual goals, which are measured against key
performance indicators.

Contact has recently completed a detailed audit of
safety processes across all sites. After reviewing audit
findings and current performance, Contact has adopted

_ a new safety policy, with the goal of being a leader in

the field of health and safety management within

Australasia. To achieve this goal, a three year strategy is

being developed. This includes:

+ improvement of the health and safety management
system and associated procedures; -

= senior management being heavily involved in new
safety initiatives; . . '

e increased investment in safety training to cement
improved processes and drive a culture change;

« review and integration of IT support tools;

« improved health and well-being processeé; and

» improvement of a range of héalth and safety
performance measures to provide assurance that
safety processes are effective.

Whistleblowing Policy

Contact's whistleblowing policy facilitates the
disclosure and impartial investigation of any serious
wrongdoing. This policy advises employees of their right
to disclose serious wrongdoing, and sets out Contact's -
internal procedures for receivinﬁ and dealing with such
disclosures. The policy is consistent with, and
facilitates, the Protected Disclosures Act 2000.

Role of the Board of Directors
; ‘The_ Board is responsible for setting the strategic
direction of Contact, its ultimate goal being to protect
and enhance the value of Contact's assets and business
in the interests of the company and alt of its
shareholders, The Board's role includes approving the
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budget and strategic plan, approving major
investments, monitoring financial performance of the
company including approval of half year and annual
financial statements and reports, appointing and
reviewing the performance of the Chief Executive
Officer, ensuring the integrity of corporate governance
and overseeing Contact’s commitment to its values.
The Board has delegated certain of its powers to
sub-committees of the Board, and the day-to-day
management of the company to the Chief Executive
Officer. The ambit of these defegations is documented in
the sub-committee charters, the company's Delegations
Policy, and by relevant minuted resolutions of the Board.
The Board has a statutory obligation to reserve to
itself résponsibilily for certain matters, such as the
payments of distributions and the issue of shares. It also
reserves responsibility for significant matters, including
those described above, such as the approval of business

“plans and budgets and the incurring of significant

obligations. In addition, under the Companies Act 1993
and the NZSX Listing Rules, Contact is required to seek
the approval of its shareholders prior to en'tering into
certain types of transactions.

The Board’s role, responsibilities, operation,
composition, delegations and committees are set out
in Contact’s Board Charter. A copy of the Board
Charter is available on Contact’s website at
www.contactenergy.co.nz, or on request.

Operation of the Board

The Board meets regutarly on a formal scheduled
basis and otherwise as required, The Board Charter
requires the Board to meet at least nine times each
year, The Chairman and the Chief Executive Officer
establish the agenda for each Board meeting. Each
month, as a standing item, the Chief Executive Officer
(assisted by the senicr management team) prepares a
report to the Board that includes disclosure of Health

" and Safety incidents and a summary of the company's

activities, together with financial and other reports. in
addition, the Board receivés regular briefings on key

I
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strategic issues from management, either as part of the
regularly scheduled Board meetings, or in separate

. dedicated sessions.

Tl'=e company operates a dedicated, secure website ’
for dilreclors. which assists in the secure and timely
dissemination of.information, and provides a repository
for key Board information.

New directors appointed to the Contact Board
recewe induction training. This training primarily involves
wrltten and oral presentations by the Chief Executive
Ofﬁceir and senior management team on the key strateglc
and operational business issues facing Contact.

i

Complnance with NZX Best Practice Code and

Other Guidelines

antact complies fully with the corporate
governance principles set out in the NZX Corporate
Govegnance Best Practice Code.

Contact also complies with all of the principles in
the Sécurities Commission’s Corporate Governance in
New Zealand Principles and Guidelines.

Olne of the Securities Commission's corporate
governance principles is that there should be a balance
of independenc_e. skills, knowledge, experience, and
perspectives among its directors so that the Board works
effectrively. Contact considers that it complies with this
principle for a number of reasens including because:

. 1r=e members of its Board hold substantial and
diverse business and energy-industry experience;

« the Board comprises an equal number of
mdependent directors and Orlgln Energy-associated
d|rectors .

. thc Chairman does not hold a casting vote; and

. the Board regularly assesses its performance to
ensure that constructive worklng relauonshlps are
mlalntalned
The Securities Commission includes as a guideline

relati'ng to this principle that the Chairman should be

an |ndependent director. Contact departs from this
gundelme because its Chairman, Grant King, is not an
independent director. Despne this departure, for the




_reasons set out above, Contact is satisfied that it
complies with the Commission’s principle.-

A table summarising Contact's compliaﬁce with the
NZX Corporate Governance Best Practice Code and the
Securities Commission’s Corporate Governance in New
Zealand P'rincip!es and Guidelines is available on Contact’s
website at www.contactenergy.cc.nz or on request, .

Board Composition

The composition of the Board has remained the
same throughout the financial year. As at 30 june 2006
the Board comprises six members as follows:

Grant King Chairman and Origin Energy Associate
Phillip Pryke Deputy Chairman and Independent
Bruce Beeren Origin Energy Associate

lohn Milne - Independent

Karen Moses Origin Energy Associate

Tim Saunders Independent

Biographies of the current directors are set out in
the Board of Directors section of this report.
- The NZ§X Listing Rules and Contact's constitution
require Contact to have a minimum of two independent
directors. In order 10 be an independent director, a

director must not be an executive of the company, or have

a “Disqualifying Relationship". Having a “Disqualifying

Relatiohship“ includes {but is not limited to):

 being an associated person of a substantial security
holder of the company {in Contact's case, the Origin

Energy Group), other than solely as a consequence

of being a director of Contact; or
« having a relationship {other than the directorship

itself) with the coi‘npﬁny or a substantial security
holder of the company by virtue of which the
" director is likely to derive, in the current financial
year of the company, a substantial portion of his or
her annual revenue (excluding dividends and other
- distributions payable to all shareholders).

The Board has confirmed that at the end of the
financial year Phillip Pryke, John Milne and Tim Saunders
each held (and still hold) no “Disqualifying Relationship”
with Contact, and are therefore each independent
~directors, This is because none of these directors falls

* within the definition of “Disqualifying Relationship” and
in particular none of these directors is an associated
person of a substantial security holder of the company,
nor has any relationship with the company or a
substantial security hol&:r of the company by virtue of
which they derive any revenue, other than their
respective Contact directorships and shareholdings.

Grant King, Bruce Beeren and Karen Moses are not

considered to be independent directors by virtue of

.E tontact enérgy limtited : : !
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;
being associated persons of substantial security holder,
Origin Energy. Grant King, Bruce Beeren and Karen
Moses were therefore not independent directors as at

30, June 2006.
Contact’s constitution requires at feast two

' di'reétors to be ordinarily resident in New Zealand.

John Milne and Tim Saunders _satisfy this requirement.

The constitution also requires a minimum of one-
third of directors (other than one executive director
and any directors appointed to fill a casual vacancy} to
retire at each Annual Meeting and, if appropriate, stand
for re-election. The Board has determined that Grant King
and Bruce Beeren will retire and stand for re-election at
the 2006 Annual Meeting. No directors were appointed
to fill a casual vacancy during the financial year.

- Conflicts of Interest
Where any Contact director has a conflict of

interest or is otherwise interested in any transaction,
that director is generally required to disclose his or her
conflict or interest, and thereafter will normally not be
able to participate in the discussion, nor vote in '
relation to the relevant matter. The company maintains
a register of disclosed interests.

Board Assessment

Contact's Board follows a ‘practice of reviewing the
perfermance of the Board as a whole and the Board
committees every two years, and of reviewing the
performance of those directors standing for re-election .
at the next Annual Meeting every .year. In july 2005, in
accordance with this practice, Contact undertook a
formal assessment of the Board and the Board
committees. In August 2006, Contact undertook a
review of th_e performance of Grant King and Bruce
Beeren, being those directors required to retire and
stand for re-election at the 2006 Annual Meeting.

Board Committees

The Board has three formally constituted
committees — the Board Audit Committee, the
Remuneration Committee and the Nominations
Committee. Copies of the Charters for these
Committees are available on the compahy’s website at
WWW.Contactenergy.co.nz or on request. '

Other committees of the Board are formed as and
when required. For example, in the year ended 38 June
2006, an Independent Directors' Committee comprising .
PhiI‘Pryke. John Milne.and Tim Saunders was formed
and met regularly to evaluate the proposed merger
between Contact and Origin Energy.

+
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Remuneration .

The Remuneration Committee at the end of the
financial year comprised Phil I3ryke (as Chair}, Grant King
and Tim Saunders. The Remuneration Committee's
primary purposes are to review directors’ fees, the
Chief Executive Officer’s remuneration package and
performance and the policy for remuneration of senior
management in order to ensure that they best advance
the business objectives of the company. These reviews
form the basis of recommendations to the Board. The
Remuneration Committee met a number of times during
the financial year to assess, and make recommendations
to the Board about, a variety of remuneration issues
relating to the Chief Executive Officer and Contact
employees. Details of directors’ remuneration
arrangements’are set-out in this section under the
heading Directors’ Remuneration.

Nominations

The Nominations Committee at the end of the
financial year comprised Grant King (Chair}, Phil Pryke
and Tim Saunders. The Nominations Committee's primary
purpose is to ensure Contact has formal and transparent
processes for the nomination and appointment of
directors to the Board, and it also attends to other matters
put toit, including director performance assessment
and Chief Executive appointment. The Nominations
Committee met twice during the financial year to
consider a variety of issues, including to oversee the
process for appointment of the Chief Executive, the
formal assessment of the Board and Board Committees,
and the assessment of Phil Pryke and John Milne’s
performancé as directors ahead of their standing for
re-election at the October 2005 Annual Meeting.

Board Audit . :

The Board Audit Committee (BAC) at the end of the
financial year comprised john Milne (as Chair), Tim Saunders
and Bruce Beeren. ]:()hn Milne is a qualified Chartered
Accountant and Bruce Beeren is a fellow of CPA Australia.
All members of the Commitiee are non-executive directors.

"The BAC’s purpose is to oversee Contact’s financial
policies and to monitor the quality of financial
reporting and financial management. The BAC is
responsible for approving the annual internal audit
work programme and monitors the roles, responsibilities
and performance of external and internal audit and
makes recommendations to the Board.

The Chief Executive Officer attends each quarterly -
BAC meeting at the invitation of the BAC. At the
conclusion of each meeting and at any other time the
BAC requires, the BAC meets separately with the head
of internal audit, Contact's external auditors and the
Chief Financial Officer without any other members of
management being present.

Auditor Independence

The Board Audit Committee (BAC) is responsible for
considering and making recommendations to the Board
regarding any issues relating Lo the appointment,
dismissal or resignation of the external auditor.

The Board prohibits the external auditor from

consulting to Contact on matters that could be

regarded as compromising audit independence.

The BAC requires the external auditor to confirm
annually that it has complied with all professional
regulations relating to auditor independence.
Specifically, the external auditor is required to confirm
its commitment to strict procedures to ensure that:

» the external auditor, its partners, and current audit
team do not have any financial interest in Contact;

¢ the superannuation fund of the partners or staff of
the external auditor does not hold any direct
financial interest in Contact;

« there are no business interests between Contact and

" the external auditor including no cutsourcing:
arrangements for the management/administration
of staff/partner superannuation funds; and

« no fee paid by Contact to the external auditor is
paid on a contingency basis.

In addition, the senior external audit partner and
peer review partner must rotate after a maximum of




five years, with suitable succession planning in place.

The BAC is résponsible for determining whether
pote'ngial engagements of the external auditor are
appropriate, documenting decisions andArecommending
to the Board accordingly.

The Chief Financial Officer is responsible for the
day-to-day relationship with the external auditor, while
individual business units have a direct responsibility for
their relationship with the external or internal auditor,
ensuring provision of timely and accurate information
and full access to company records.

Attendance at Meetings

During the financial year ending 30 June 2006, the
Board met 13 times. The table below sets out attendance
at meetings for alf directors.

Director  Board Attendance Committee Attendance
{scheduled Audit Remuner- Nomina- Independ-
and special ation tions ent

purpose) Directors

Grant King 13. NiA 3 2 NiA

Phillip Pryke 13 NIA 3 b 17

Bruce Beeren 12 4 NiA NiA NIA

John Milne 122 . 4 - NIA NIA 17

Karen Moses 12 NiA NiA NA  NA

Tim Saunders n 4 3 2 7

Directors’ Restricted Share Scheme
Contact operates a directors’ restricted share
scheme (Directors’ Share Scheme}, to improve the

- alignment of directors’ and owners' interests. Those

directors participating in the Directors’ Share Scheme
receive one third of their pre-tax base directors’ fees by
way of Contact restricted shares.

The directors participating in the Dlrectors Share

“Scheme during the financial year were Phillip Pryke,
Bruce Beeren, John Milne and Tim Saunders,

" Grant King and Karen Moses have not been offered
participation in the scheme because, as executives of
Origin Energy, they do not receive their director's fees
personally, and so they cannot be incentivised in the

.manner intended by the scheme,

1
f
[
1
1

Under the Directors’ Share Scheme, at the end of
each quarter Contact pays to a trustee on behalf of
each piarlicipanl one third of the pre-tax base
remuneration accrued by the participant during that
quartér. The trustee uses the payment to purchase
Contalct shares on-market through a broker. This
trading may only take place during a period which is
not a s!peciﬁed blackout period to ensure compliance with
the company's securities trading and disclosure policy.

The trustee is then required to hold the shares
purchased until the earlier of three years from.the
comm:encement of the quarter immediately following
the quarter in which the fees were accrued, and the
date of the director ceasing to hold office. On transfer

I . . o
,by the trustee 1o the participant at this time, the

participant is entitled to seli the shares, subject to
securi:ties trading and disclosure policy requirements.
Throughout the time that the shares are held by the,
truslee the participant is entitled to receive distnbutlo-ns
and partlmpate in other rights attaching or accruing to
the FC'SITIClCd shares, subject to any particular restrictions
set ot in the Directors’ Share Scheme or efsewhere.

'Dllll'il"lg the financial year ended 30 June 2006,
Contact provided financial assistance in connection
with the establishment and ongoing operation of the
schen’w. A disclosure document relating to the financial
assistlance to be provided over the next 12 months is
located on pages 46 to 49 of this report.

Directors' Remuneration

Tllw current total directors’ fee pool is $770,000 per
annum. $722,000 per annum of the pool was distributed
in the year ended 30 June 2006 as follows:
. Chalrman $180,000 per annum;
. Deputy Chairman - $135,000 per annum;
« QOther Board members - $90,000 per annum; and
Clommittee members - $47,000 of which $25,0001s -
dlistributed to the Board Audit Committee
Chalrman and the balance distributed at the
Board s discretion.
In addmon at its meetmg of 17 February 2006, the
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Board resolved that the Committee fee pool for the -
financial year be increased (up to thé level of the total
cép of $770,000 per annum}) and that the members of
the Independent Directors” Committee be entitled to
receive the following additional fees for their additional
workload associated with Contact's proposed merger '

. with Origin Energy:-

Independent Directors’

Committee Chairman (Phil Pryke): $28,000
Each other Indepéndent
Directors’ Committee Member: $10,000.

" Senior Executive Remuneration :

David Baldwin was appointed Chief Executive
Officer of Contact Energy on a secondment basis from
Origin Energy Industries Limited on 1 May 2006. During

the term of the secondment, Contact will reimburse

Origin for the cost of David Baldwin’s salary and other-
employment benefits. The salary componen‘t comprises
fixed compénsétion of $650,000 per annum and variable
compensation up to-a maximum of 110 percent of fixed
pay in a mix of short and long term incentives.

In the year ended 30 June 2006, Contact’s senior
management team'’s remuneration comprised base salary
and incentives based on achieving short and long term
goals. Some members of the senior management team
also participate'in a long term incentive (LTH) scheme.

The primary cbjectives of the LTl scheme are to
increase the alignment between participants and
shareholders, and to reward participants for creation of
shareholder wealth. The scheme recognises that long
term incentives form a core part of the remuneration
package for comparable senior executive roles, and
reflects a need to ensure that Contact’s remuneration
practices remain competitive,

The first two measurement periods for the LT
scheme end on 30 June 2007. Accordingly. if the
relevant performance hurdles are met for those
measurement periods, participants’ shares will be
purchased on-market and vest with each participant,
Therefore, within the next 12 months Contact méy

provide financial assistance for both the purchase of
the shares on-market and in connection with the
ongoing operation of the LTI scheme. A disclosure
document relating to this financial assistance is located
on pages 46 to 49 of this report.

_ In June 2006, the company restructured its senior
management team. Accordingly, many members of the
senior management team do not currently participate in
the LTl scheme. In parallel with the senior management
team i-est_ructqre. Contact is currently undérgoing a
review of the company’s remuneration policy for its
senior executives. The outcome of the remuneration
review has not yet been finalised, but is likely to
continue to involve a base salary, short term incentives
and some form of long term incentive scheme.

‘Shareholder Relations
Contact has a diverse shareholder base comprising a
large offshore majority shareholder, institutional
investors, and a large number of New Zealand-based
retail shareholders, many of whom have been holders
of Contact's shares since listing. Origin Energy Limited,
an Australian-based integrated energy business, owns

. (throu_gﬁ its subsidiaries) 51.4 percent of Contact and

therefore has a controlling interest in the company.
Origin Energy acquired its interest in Contact in
October 2004 and currently has three directors
appointed to the Contact Board.

The Manager, Corporate Services is responsible for
investor relations. In addition, the Chief Executive
Officer and other members of .the senior management
team regularly meet with investors to inform them
about the company. ’

Contact’s goal is to communicate its investment

. profile to investors effectively, The company maintains.

high standards of corporate governance, especially in
relation to the NZX continuous disclosure regime,
ensuring high quality and uniform disclosure of market
sensitive information. : -

In practice, Contact supports this behaviour by
providing regular and consistént reporting and frequent




mvestor presentat’mns which are also published on the
company s website. Contact also recognises the New
Zealand Shareholders’ Association in its role as a small
investor advocate in the New Zealand market, and

" works with the Association where appropriate

opportunities arise.
Contact encourages shareholder participation at

., Annual Meetings, and provides a forum whereby

shareholders can submit written questions to be
addressed at the Annual Meeting. Contact webcasts
Annual Meetings, and makes the minutes of the meeting
available on its website. Contact's 2006 Annual Meeting
will be held at the Ellerslie Events Centre, Ellerslie
Racecourse, 80-100 Ascot Avenue, Greenlane, Auckland
on Thursday 19 October 2006, commencing at 10:30am.

Share Top Up Plan

The Share Top Up Plan provides shareholders holding
5,000 or fewer shares with the opportunity to acquire
additional shares funded by their regular dividend
payments. Participation in the Plan is available to all
shareholders who are resident in New Zealand or
Australia, who hold 5,000 or fewer shares and who are not
directors or associated persons of directors of Contact.
The shares required for the Share Top Up Plan are
purchased, on behalf of the participating shareholders,
by ABN AMRO Craigs.INo transaction fee is charged to
those shareholders who elect to participate,

The Plan first applied to the final dividend paid.in
respect of the financial year ended 30 September 2003.
As at 30 June 2006, more than 40,000 shareholders had

" taken up the opportunity to participate in the Plan.

More detail about the Plan, including a full description
of its terms and conditions, is available on Contact's
website at www.contactenérgcho.nz or on request.

During the financial year ended 30 June 2006,
Contact provided financial assistance in connection
with the ongoing costs associated with the Plan. A
disclosure document relating to the financial assistance
to be provided over the next 12 months is located on
pages 46 10 49 of this report..

Financial Reporting

Contact elected early adoption of the New Zeatand
equi\}alems to International Financial Reporting
Slahdards {NZIFRS). Due to the higher level of
complexny under the new accounting standards, in
Augu|st 2005 the Board determined that the significant
addlt:onal work and cost associated with quarterly
reporting was no longer warranted.

A3 a result, the company moved to twice- yearly
ﬁnanci:la} reporting. However, the company continues to
supply a suite of operational data on a quarterly basis.

The annuat and hatf year reports are posted on
Contact’s website and are also sent to shareholders, unless
they qlect otherwise pursuant to the Companies Act 1993,
in which case they receive annual financial statements
only.iThe annual financial statements are audited.

The Chief Executive Officer and Chief Financial
Ofﬁcér have provided,the Board with written
confirmation that the company’s financial statements
have been prepared in accordance with standard
accounting practice and in all material respecis present
a true and fair view of the financial position of the
group as at 30 June 2006.

Public Retease of Material Information

Contact has established a procedure to govern the
release of material information to NZX under
contir'!uous disclosure requirements. This process
requir}es Contact’s management, in'clilding the General
Counsel and the Manager - Corporate Services, to
approye all releases. Contact has also Heveloped
processes for the public release of information, and the
publication of information on the company’s website
{internet and intranet). ' '

Or'igin Group - Information _

Contact has strict proc'edures in place which govern
the provision of any information it shares with Origin
Energy Limited, Contact's parent company. Contact and
Or|gm have entered into an agreemem under which
Orlng is entitled to request limited information from




Contact to enable Origin to comply with its group legal,
regulatory and reporting requirements. t

Such information is only provided to Origin at
prescribed times, must be used for the purposes
specified in.the agreement, and disclosure to Origin's
management is limited to specified individuals. -
Contact’s independent directors may determine to not
release information requested by Origin if, for ex:amp!f-.;r
such disclosure would be a breach of New Zealand law
or any applicable listing rules, or if such disclosure
would not be in the best interests of Contact,

The Board.has not authorised any director to use or

_ disclose information to any person under section 145 of

the Companies Act 1993,

Contact and Origin look for opportunities to make
the most cost-effective and value-enhancing use of
their respective resources. Where-this necessitates the
sharing of resources and information, these are subject
to appropriate agreements and the usual confidentiality
restrictions and where necessary are approved by the
independent directors. However, pursuant to the N25X
Listing Rules, if a transaction exceeds 0.5 percent of
Contact's average market capitalisation (for services) or

5 percent of Contact's average market capitalisation

(for other transactions), minority shareholder approval
must be obtained.

Securities Trading and Disclosure Policy
In late 2005, Contact took the opportunity to revise
its insider trading policy following the change in the

company’s financial year. As a result, the Board

approved a new securities trading and disclosure policy
that, like the previous insider trading policy, applies to
all directors and employees of the company. Under the
policy, directors and empioyees may not trade

company shares when they have material information

that is not publicly available. In addition:

» directors and specified employees may not trade

during the period between 1 December and the date
of the announcement of Contact’s half year resulis
1o NZX {inclusive) or during the period between

1 May and the date of the'announcement of

Contact’s full year results to NZX (inclusive); and
« strict adherence to specified procedures must be

followed in order to obtain the company's consent

to any trade of company shares by directors and
specified employees, ' ‘

Treasury Policy )

Contact has a treasury policy to manage interest
rate, foreign exchange, liquidity and foreign investment
risks. The policy approves the use of certain instruments
for risk management purposes, and it prohibits any
activity that is purely speculative in nature. It also sets
cut exposure limits, delegated authorities and internal
contrals. The Chief Executive Officer commissions an
independent review of the treasury function for the
Board every three years and this was last completed in
August 2004. ' .

Risk Management and Internal Audit

A Risk Management Committee is responsible for
monitoring the ongoing effectiveness of risk
management activities and provides assurance to the
Board Audit Committee {BAC) that there is an effective
framework in operation over risk-related activities. The
Risk Management Committee monitors trends in the

" company's risk profile and considers papers on how the

business manages or mitigates key risk exposures.
Contact has an independent in-house internal audit
function {Internal Audit), which provides independent
and objective assurance. It assists Contact 1o
accomplish its objectives by bringing a systematic
disciplined approach to evaluate and improve the
effectiveness of risk management, internal controls and
governance processes. Internal Audit adopts a risk-based
audit approach driven from the risk management '
database. This allows the internal audit process to
become more relevant to the business, by directing

- attention 1o risks that threaten the achievement of

strategic and operational goals.:
Internal Audit also assists external audit by
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reporting findings from the audit programme so they
may independently assess the degree of reliance they
are able to place on the control environment when
providing an opinion on the financial statements.
Internal Audit has the autonomy to report
significant issues to management and the BAC or, if
considered necessary, the Chairman of Contact. On a
day-to-day'basis Internal Audit reports to the General
Counsel, with the opportunity to raise issues with the
Chief Executive Officer and/or the BAC in a confidential
manner and on an unrestricted basis. The BAC oversees
the audit programme and provides Internal Audit with
the mandate to perform the agreed audit programme.
Internal Audit also has unlimited access to all other
departhents records and syslems of the Contact group

- and to the External Auditors and other third parties as

it deems necessary.
Buring the financial year, the Board Audit
Committee engaged PricewaterhouseCoopers to

undertake a three-yearly formal structured evaluation
of the Internal Audit function in accordance with the

" Internal Audit Charter. The assessment focused on how
the internal audit team operates and the value of the
service provided.

[P

Regulatory Oversight

Cclmtaet seeks to engage proactively and
eo—operatwcly in the regulatory and policy arena. It is
Contact's belief that a robust and stable regulatory
framework is fundamental 1o a competitive
marketplace and a favourable investment climate. To.
this end, Contact proposes solutions to regulatory and
polic§ issues, backed up with robust analysis. Contact’s
focus,is on developing durable positions that are in the
mterests of New Zealand as well as its shareholders.

. Regulatory issues are also discussed regularly at senior

management team meetings, to test proposed positions
| . i
and t? ensure consistency across regulatory positions.

Other Corporate Policies

In‘addition to the policies detailed above, Contact
has in place a number of other specific co‘rporate and
opera‘lional policies covering other areas relevant to
thé business.

ThIIe_Board approves all corporate policies and the
Chief Executive Officer and senior management approve
operational policies as appropriate.

|
|
|
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statutory information

Entries Recorded in the interest Register - ‘
The following interest register entries were recorded for the company and its subsidiaries during the financial year
ended 30 June 2006: . s :

(a} Share Deallngs of Directors:
Contact directors disclosed the following transactions in Contact ordmary shares in the ﬁnancnal year ended
30 |une 2006: : ) -

Director ‘Date of transaction  Consideration Number of shares Nature of relevant interest
- per share Acquired / Disposed of '
P Pryke 16/11/05 $6.67 3,389 Shares acquired on trust under the Contact
P] Pryke Director Remuneration Share Trust
_ 21/02/06 $7.29 1,547 _
B Beeren 21/02/06 $7.29 . 1,032 Shares acquired on trust under the Contact
‘ BG Beeren Director:Remuneration Share Trust
] Milne - 27/09/00 $2.66 3,750 : Beneficiary of a trust whose trustees hold
’ Contact shares, and upon vesting of the trust
property Jchn Milne may obtain a direct
beneficial interest in the shares
20/08/03 T %492 2,500 ‘
21/11/02 N/A 1,325 .Beneficiary of an estate whose trustees hold
Contact shares curreﬁtly subject to the
interests of a life tenant, and upon the death
of the life tenant, John Milne may obtain a
direct beneficial interest in the shares upon
vesting of the trust property
28/04/03 N/A 1,090 _
16/11/05 $6.67 2,259 Shares acquired on trust under the Contact
: JHG Milne Director Remuneration Share Trust
21/02/06 §7.29 1,031 ‘ ' A
22/02/06 $7.25 - (10,000} Off-market disposél as co-trustee of a family
' 7 trust
22/02/06 $7.25 10,000 Off-market acquisitio'n
T Saunders  16/11/05 $6.67 2,259 Shares acquired on trust under the Contact
' TEC Saunders Director Remuneration Share
. Trusi
21/02/06 - 8729 - 1,03

(b) Directors’ interests in transactions

General disclosures -

As at 30 June 2006, the foliowmg dlrectors have made the following general disclosures in the interests register of
the company. Notices given or adjusted during the financial year ended 30 June 2006 are marked wnh an asterisk (¥),
Each such director will be regarded as interested in afl transactions between Contact and the disclosed entity.




G King
Origin Energy Limited and group companies

Envestra Limited
Energy Supply Association of Australia Limited*

Chief Executive Officer/Managing Director

Shareholder®

. Director

Director/Chairman

P Pryke . : ]
Co-Investor Capital Partners Pty Limited (name changed from
Co-Investor Private Equity Pty Limited in july 2006)*

.Frog Hollow Limited*

New Zealand Deer Farms Limited* -

Pauatahanui Projects Limited

Macquarie Goodman {NZ} Limited

Macquarie Goodman Property Aggregated Limited

EDS {resignation disclosed November 2005/*

Various EDS wholly owned subsidiaries and companies
associated with EDS {resignation disclosed November 2005)*

Director/Shareholder
Director

Director

Director

Director

Director

Vice President, Global Sales and Client -

Solutions — Asia Pacific

B Beeren
Origin Energy Limited and group companies

Equipsuper Pty Limited
Envestra Limited

Coal & Allied Industries Limited
Baycorp Advantage Limited

Director

Director and former Employee/Executive

Director

. Shareholder*

Director
Director
Director
Director

} Milne

The New Zealand Wine Company Limited
(including varicus wholly owned subsidiaries)’
The He Huarahi Tamariki Trust

Wellington City Council Audit and Risk Management Subcommittee

DirectorlSharehoIder
Chairman/Trustee
{ndependent Member

K Moses
Origin Energy Limited and group companies

Victorian Energy Networks Corporétion
Energy and Water Ombudsman (Victoria) Limited
Centre for Engineering Leadership and Management*

I
|

Director/Employee

" Shareholder*

Director -
Director
Director

T Saunders .
Capital Properties {NZ) Limited

{including wholly owned subsidiaries) {resigned effective 15 July 2095)*

Calan Healthcare Properties Limited

{manager of Calan Healthcare Properties Trust)

Feltex Carpets Limited (including wholly owned subsidiaries)
L.E.K. Consulting Australasian Advisory Board

Northington Partners Limited

New Zealand Exchange Limited .

(reéigned as a director effective 28 July 2005)*

Pyne Gould Corporation Limited (including wholly owned

subsidiaries Marac Finance Limited, Marac Securities Limited and

Perpetual Trust Limited)
Salid Energy {NZ) Limited (including wholly owned subsidiary)
Global Corporate Credit Limited

|

|
|
|
|

Director/Shareholder

Director

Director/Chairma nlShe_zrehoIder'

Advisory Board Member

- Consultant

Director/Shareholder

Director/Shareholder
Director/Chairman
Director ~




Specific Disclosures
There were no specific disclosures made during the year of any interests’in transactions entered into by Contact.

(c) Use of company infermation
No directorissued a notice requestmg to use information recelved in his or her capacity as a director that would
not otherwise be available to the director.

(d) Board-approved remuneration and other benefits

The Board passed resolutions and signed accompanying certificates to confirm the distribution for the year ended
30 June 2006 amongst directors of the $770,000 remuneralion'pool (that pool having been approved by shareholders
at the 2004 Annual Meeting). See pages 31 to 32 for further details about the distribution approved by the Board for
the year ended 30 June 2006.

(e} Directors” and Employees’ Indemnity and Insurance

Contact has agreed to indemnify Contact’s employees and directors, including directors of subsidiary and associated
companies, against any liability or costs incurred in any proceeding, excluding actions for gross negligence, criminal
liability, breach of fiduciary duty or breach of directors’ duties.

Contact has paid premiums and taken out comprehensive insurance cover, including insurance policies that
indemnify employees and directors, including directors of subsidiaries and associates, against various potential legal
liabilities. In addition, Contact holds run-off directors and officers cover for indemnified liabilities incurred by
directors, including directors of subsidiaries and associates, prior to 1 October 2004 (being the date Origin Energy
acquired a controlling interest in Contact Energy from Edison Mission Energy).

" In March 2006, Contact's Board authorised the renewal of the Directors and Officers Statutory Liability insurance

covers as at 31 March 2006,

Contact has agreed that David Baldwin’s actions as Chief Executive Officer of Contact are covered by indemnities
that Contact has provided in respect of its employees, notwithstanding Mr Baldwin's status as a secondee.

In June '2006, Contact agreed to indemnify each current Director against any liability incurred under the shareholder
documentation (or as a result of the circulation of that shareholder documentation in Australia and New Zealand)
that was to be sent 1o Contact and Qrigin Energy Limited shareholders in respect of the proposed, but subsequently
terminated, merger of Contact and Qrigin. Certain matters were excluded from the indemnity, for example: loss
suffered in connection with the fraud, dishonesty or recklessness of the Director.

Remuneration of Contact Directors
Details of the total remuneration and the value of other benefits received by each director of Contact during the
financial year ended 30 June 2006 are as follows: '

Directof Position Directors’ Fees Committee Fees Tatal Remuneration

) Cash Restricted Shares' Cash
G King? Chairman $180,000 - - - $180,000
P Pryke " Deputy Chairman 490,000 545,000 $28,000 - $163,000
| Milne Director $60,000 $30,000 ' $35,000 $125,000
T Saunders Director $60,000 $30,000 $22,500 $112,500
K Mosest  Director . $90,000 - - - $90,000
B Beeren Director $67,500 $22,500 §9,500 $99,500

Total $547,500 $1 27,500 495,000 $770,000

1 The directors' fees for the quarters ended 31 March 2006 and 30 June 2006 {1otat $67,500) have been paid to the relevan: trustees and will be held on -
trust for each applicable director until the restricted shares can be purchased in accordance with Contact’s Securities Irading and Disclosure Policy.

1 Grant King and Karen Moses, as executives of Origin Energy, do not receive their directors' fees persanally. Their directors’ fees are paid to Origin Energy.
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1
Contact Subsidiaries — Directors and Remuneration i

Below are details of the directors of Contact’s subsidiaries and details of the total remuneration and the value of
other benefits received by each director and any former directors 1during the financial year.

Directors as at Contact Group Company . Board Fees Consultant Fees Total of remuneration and
30 June 2006 ) ! value of other benefits

Paul Smith Contact Australia Pty Limited, i
Contact Operations Australia Pty Limited - $5,353 $5,353

i

i

Contact Peaker Australia Pty Limited
(sold in October 2005 - see below)

. $2,156 $2,156

jon Hare Empower Limited ’ - - -
Energy Gas Contracts Limited - - : -

Kim Josling Clutha Pipeline Cornpany Limited
éontacl Australia Pty Limited
Contact Operations Australia Pty Limited
Empower Limited
Energy Gas Contracts Limited .

David Thomas Clutha Pipeline Company Limited
Contact Australia Pty Limited
Cantact Operations Australia Pty Limited
Energy Gas Cantracts Limited
Stratford Power Limited

- Mark Trigg Stratford Power Limited

Total - $11,160 . $11,160

lohn Bole was a.director of Clutha Pipeline Company Limited, Congact Australia Pty Limited, Contact Operations
Australia Pty Limited, Empower Limited, Energy Gas Contracts Limite({ and Stratford Power Limited until 7 February 2006,
when he resigned. Kim Josling was appointed as a director of these companies on 7 February 2006 to replace John Bole.

.Tina Hailstone was a director of Empower Limited until 17 February 2006, when she resigned.

. 1
Stephen Cross was a director of Empower Limited, Energy Gas Contracts Limited and Stratford Power Limited until
30 June 2006 when he resigned. Jon Hare was appointed as a director of Empower Limited and Energy Gas Contracts
Limited, and Mark Trigg was appointed-as a director of Stratford Power Limited, on 30 June 2006 to replace Stephen Cross.

Contact Avalanche Holdings Limited and Contact Finance Pty Limited were subsidiary companies established to
facilitate the Red Energy Business, which was sold in November 2004, The directors of Contact Avalanche Holdings *
were John Bole, Stephen Cross, David Thomas, Stephen Barrett and Ross O'Neill. They ceased to be directors when
Contact Avalanche Holdings Limited was amalgamated with Coma‘cl. effective 13 July 2005, The directors of Contact
Finance Pty Limited were John Bole and Paul Frazer. They ceased 10 be directors when Contact Finance Pty Limited
was de-registered from the Australian register of companies on 9 October 2005. :

Contact Peaker Australia Pty Limited and Contact Peaker (NZ} Limi!ted were subsidia-ry companies established to
facilitate Contact’s 40 percent interest in the Valley Power Peaker $tation in Victoria, Australia, which was sold in
October 2005. Prior to the sale of these subsidiaries, the directors of Contact Peaker Australia Pty Limited were John
Bole, David Thomas and Paul Smith, and the directors of Contact l"eaker {NZ) Limited were lohn Bole and David
Thomas. Each resugned from his respective directorships on 17 October 2005.

Remuneration of Employees
The following table shows the number of Contact employees and former employees of Contact and its subsidiaries,
not being directors of Contact or the relevant subsidiary as the case may be, who in their capacity as employees
received remuneration and other benefits entitlements {inciuding redundancy payments) during the year ended
30 June 2006, the value of which was or exceeded $100,000.
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The remuneration {and any other benefits) of the current Chlef Executive Ofﬁcer David Baldwm is disclosedin the -
Senior Executive Remuneration section on page 32. ‘

Number of Employees

Remuneration Bands , Parent Subsidiaries
© $100,000 - $110,000 17 ' -
$110,001 - $120,000 - - 12 - .
| : §120,001 - $130,000 9 ' -
; $130,001 - $140,000 8 -
| . $140,001 - 150,000 7 -
$150,001 - §160,000 3 -
$160,001 - $170,000 5 -
$170,001 - $180,000 2 .
$180,001 - $190,000 5 o -
§200,001 - $210,000 - . 1 ' -
$210,001 - $220,000 1 -
$220,001 - $230,000 SR -
$230,001 - $240,000 2 ' -
"$240,001 - $250,000 1 : -
$260,001 - $270,000 i -
$290,001 - $300,000 _ 1 ' -
$340,001 - §350,000 1 , .
$370,001 - $380,000 1 -
$390,001 - $400,000 1 -
$410,001 - $420,000 . 1 - - )
$680,001 - $690,000 1 =
' $750,001 - $760,000 RE .
$920,001 - $930,000 1 -

Total ) 83 ) -

Donations - : _
Dﬁring the financial year ended 30 june 2006, Contact made the following donations:

« five portable electricity generators to a value 6f $21,000 were donated to South Canterbury Civil Defence
Management Group following extensive storm damage to the area in winter 2006, '
"« $1,000 was donated to Westpac Flight Trust;
» $814 was donated to other organisations.

Therefore a total of $22,814 was donated during the financial year ended 30 June 2006. Donatlons are made on the
basis that the recipient is not Obl_lged to provide any service such as promoting Contact’s brand, and are separate
from Contact’s sponsorship activity, highlights of which are included in the Contact Energy Healthy Homes section
of this report. .

Auditors

The amount payable by the Contact group to KPMG as audlt fees in-respect of the financial year ended 30 june 2006
was $547 000. Fees payable to KPMG for other assurance services in respect of the financial year ended 30 June 2006
amounted to $291,000. - ‘
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' Distribution of .Quoted Security Holders and Sécurity Holdings

|

1_as at 1 August 2006

‘ |
Substantial Security Holders !

Please refer to Financial Assistance Disclosure section later in thIS report on pages 46 10 49.

Equity Securities in which each Director has a Relevant Interes_t as at 30 June 2006

Director Number of Shares !

G King ‘ nil ) : -
P Pryke . 67,280 !
B Beeren - : 1,032
} Milne . 75,759 |

- K Moses’ ‘ : nil ' _ _ '
T Saunders 26,361 ] - ) ' ) ' c
Credit Rating - B
As at the dat_e of this annual report, Standard and Poor’s long terrm credit‘ rating for Contact was BBB Stable. As at
the date of this annual report, Fitch’s long term credit rating for Contact was BBB+ Stable.
Current NZX Waivers

A summary of all waivers granted and published by the NZX walhln or rehed on by Contact in the 12 month perlod

. preceding 21 July 2006 {being two months before the date of publlcauon of thi§ annual report} is available on

Contact’s website at www.contactenergy.co.nz or on request. Thgs summary will remain on Contact's website for at
least 12 months following publication of this annual report. ! '

|

Exercise of NZX discipfinary powers . |

The NZX has not exercised any of its powers under NZSX Listing Rule 5.4.2 in relation to Contact.
X | '

Directors’ Statement |

This Annual Report is dated 24 August 2006.and is sugned on behalf of the Board by

l
G ng : P Pryke

CHAIRMAN . DEPUTY CHAIRMAN

}
|
i
|
|

Size of sharehofding No. of holders - % of holders Wo of shares © % of shares
1 - 99 shares 533 0.59 12718 0.00
100 — 199 shares - 398 0.44 515100 ' 0.01
200 — 499 shares 15,428 17.01 5,654,102 . o098
500 - 999 shares C 54,524 60.10 42,093,960 ‘ 130
1,000 — 1,999 shares 7,890 . 870 11,331,302 : 1.97
2,000 - 4,999 shares - 7,623 _ 8.40 22,780,932 . - 3.95
5,000 - 9,999 shares 2,670 2.94 16,914,285 293
10,000 - 49,999 shares 1,494 : 1S 23,654,237 4.10
50,000 - 99,999 shares 63 0.07 ' 4,138,355 - 072
100,000 — 499,999 shares 60 0.07 . 12,072,906 209
500,000 — 999,999 shares _ 7 0.01 5,265,749 7 0.91
1,000,000 shares and above : 31 0.03 . 432,657,926 . 75.03
Total 90,721 ' 1 ooqfé 576,633,982 100%
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Under the Companies Act 1993, Contact is required to make the following disclosures to all shareholders.

Share Top Up Plan

Contact’s Share Top Up Plan was established in late 2003 to provide shareholders with 5,000 or fewer shares the opportunity
to acquire additional shares funded by their regular dividend payments. Participation in the Plan is available to all
shareholders who are resident in New Zealand or Austratia, who hold 5,000 or fewer shares and who are not directors or
associated persons of directors of Contact. The shares required for the Share Top Up Plan are purchased on behalf of the
participating shareholders by ABN AMRO Craigs. No transaction fee is charged to those shareholders that elect to
participate, '

As at 30 june 2006 there were approximately 40,000 shareholders participating in the Plan. The fotllowing table provides
details of the Share Top Up Plan share acquisitions that took place during the financial year ended 30 June 2006:

Dividend Payment Date Number of Shares Share Price
Acquired Under the Plan
14 September 2005 ’ © 517,197 _ $7.404
23 March 2006 : 500,945 $7.461 '

ek - ——

Since establishment of the Plan, Contact has provided financial assistance to those shareholders who have elected to
participate by paying the Plan’s establishment and administration costs. During the financial year ended 30 June 2006,
Contact paid Computershare associated administration costs of approximately $31,000 (excluding GST).

Contact continues to provide financial assistance to those shareholders who elect to participate in the Plan by paying the
Plan’s ongoing administration costs. The exact amount of the administration costs for future years cannot be quantified in
advance, but Contact estimates that they will be approximately $35,000 to $45,000 {excluding GST) per annum. The exact
number of shareholders participating in the Plan for future years, the number of shares to be acquired and the price or prices
to be paid for shares acquired, also cannot be quantified in advance. The total amount of the administration costs, level of
participation, price and number of shares will continue to be disclosed in or together with each subsequent Annual Report.

On 24 August 2006, Contact's Board resoived to continue to provide financial assistance to those shareholders participating in
the Share Top Up Plan in connection with the ongomg operating costs associated with administration of the Plan. The Board
resolved that:

+ Contact should continue to provide such financial assistance;

s the giving of such financial assistance is in the best interests of Contact and is of benefit to those shareholders not
receiving the assistance;

» the terms and conditions under which such financial assistance is to be given are fair and reasonable to Contact and
those shareholders not receiving the assistance; and

« immediately after giving the assistance, Contact will be able to pay its debts as they become due in the normal course of
- business and the value of Contact's assets will be greater than the value of its liabilities including.contingent liabilities.

The reasons underlying the directors’ conclusions in the above resolutions are that:
= giving the assistance is de minimis in comparison to the benefits arising under the Share Top Up Plan;
+ thePlan does not dilute any existing shareholdings as new shares are not issued;.

+ the Plan results in greater liquidity in the market for the shares, providing a more qumd market for non partu:lpants
wishing to sell their shares; and :

« the Pian provides an opportunity for small shareholders to increase their stake cost-effectively and, accordingly, reduce
the number of small dividend cheques with their associated processing costs. -
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Directors’ Share Scheme i _
_ At Contact’s 2004 Annual Meeting, shareholders approved the prm;rision of financial assistance by Contact for the purposes
of a directors’ restricted share scheme (Directors’ Share Scheme) to improve the alignment of directors’ and owners’

interests. Those directors participating in the Directors Share Scheme now recewe one third of their directors’ fees by way
of Contact shares.

The qualifying directors participating in the Directors' Share Scherr;e during the financial year commencing 1 July 2005 and
ending 30 June 2006 were Phillip Pryke, Bruce Beeren, John Milne and Tim Saunders.

Grant King and Karen Moses have not been offered participation in the Directors’ Share Scheme because, as executives of

Origin Energy, they do not receive their director’s fees personally, and so they cannot be incentivised in the manner intended -

by the Directors' Share Scheme. l

Contact provides ongoing ﬁnancnal assistance in connection with the acqulsmon of Contact shares under the Directors’
Share Scheme. The financial assistance takes the form of: ‘

« Payment to the trustee of the Directors’ Share Scheme (currently New Zealand Permanent Trustees Limited) of one third
of the pre-tax remuneration of those directors participating inlthe Directors' Share Scheme for the purposes of the
trustee acquiring Contact shares on market for the benefit of the director or the director’s share receiving entity. The
directors or director entities currentiy participating in the Dlrectors Share Scheme and-therefore receiving the financial
assistance are Pautahanui Projects Limited in respect of Phillip FPryke Bruce Beeren, the trustees of the John Milne Trust
and the trustees of the Maureen Milne Trust in respect of John Milne, and the trustees of the TEC Saunders Family Trust
in respect of Tim Saunders. Details of the number of sbares acquired under the Directors’ Share Scheme during the
financial year ended 30 June 2006 and the consideration paid are set out on page 36 of Contact’s 2006 Annua) Report, If
any existing or new director (or director entity) joins the Directors' Share Scheme during the next 12 months, the
financial assistance will be provided to him/her in the same manner.

+

+ Payment of the ongoing operating costs of the trust. The operating costs incurred during the financiat year were
approximately $9,000 (excluding GST) {trustee fees}. Although the exact amount of ongoing operating costs cannot be
quantified in advance, Contact estimates that such costs will be approximately $10,500 {excluding GST) per annum.

_These costs will be disclosed in or together with each subsequent Annual Report.

On 17 December 2003 Contact's Board resolved to initiate the financial assistance and on 13 December 2004, 16 August 2005
and 24 August 2006 the Board resolved to continue to provide the financial assistance. On 24 August 2006 the Board.
resolved that: ‘

+ giving the assistance is in the best interests of Contact and is of benefit to those shareholders not receiving the assistance;

« the terms and conditions under which the assistance is to be given are fair and reasonable to Contact and to those
- - ‘.
shareholders not receiving the assistance; and

« immediately after giving the assistance, Contact will be able to pay its debts as they become due in the normal course of
business and the value of Contact’s assets will be greater than the value of its liabilities including contingent liabilities.

The reasons underiying the directors' conclusions in the above resolutions are that:

» giving the assistance is in the best interests of Contact, and is of benefit to those sharcholders not receiving the
financial assistance, because it incentivises the participating dlrectors to hetp ensure that Contact performs for the
benefit of all its shareholders; I

« the terms and conditions are fair and reasonable to Contact ar%d to those shareholders not receiving the assistance
because the costs of the Directors’ Share Scheme are relatively'small and are outweighed by the benefit of alignment of
interests that will be achieved. In addition the shares will be purchased on-market and therefore no dilution of existing
shareholder interests will arise, the purchase is unlikely to have any impact on the share price, and any signalling effect
from the purchase is likely to be minimal; and

« at the time of establishment of the Directors’ Share Scheme Contact obtalned an independent appracsal report from
KPMG {prior to KPMG's appointment as Contact’s auditors) whuch concluded that the financial assistance was fair to
shareholders not receiving the assistance, and since receiving hat report circumstances have not changed in any way
that would materially impact on the conclusions reached. )

tong Term Incentive Scheme for Senior Executives
Contact’s Long Term Incentive (LTI} Scheme for senior executives was set up in August 2004 to increase the alignment between
participants in the LTI Scheme and shareholders, and to reward pamﬂpants for creation of shareholder wealth. Participation
in the LTI Scheme has been available to various members of Contact’s Senior Management Team since the LTI Scheme's

inception.
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The qualifying existing and former senior executives who were participants in the LTI Scheme as at 30 June 2006 were fohn
Bole, Stephen Cross, Ross O'Neill and David Thomas. ‘

The LTI Scheme defines participants’ future entitlement to shares, and identifies the process for the allocation of those
shares including:

« the date for measuring achievement of performance hurdles;

+ the date at which any awarded shares vest in the participant;

+ the date any non-vested shares expire; and

+ entitlements of participants who leave the company during the LT Scheme's operation.

The LTI Scheme’s performance hurdles are based around three-year measurement periods. If, at the end of each
measurement period, the relevant performance hurdles are met, shares earned will be purchased on-market on behalf of
the participant during the first trading window following measurement of the relevant performance hurdle. Once
purchased, the shares will inmediately vest with the participant.

If a hurdle is not met, performance is reassessed every six months for up to two years {but the targets are adjusted to reflect
business growth in the meantime). If any of the-performance hurdles are not achieved within the agreed period, the
participant’s entitlement to shares will be forfeited. ‘

The LTI Scheme provides for two performance hurdles/measures, with 50 percent of the reward being allocated for each,

The measures are:

« Contact share price — which provides an external benchmark, and which is influenced by events outside the control of
management; and . ’ ’

« EBITDA — which is more directly within management’s ability to influence.

The first two measurement periods end on 30 June 2007, Accordingly, if the relevant performance hurdles are met for those

measurement periods, the following participants’ shares will be purchased on-market and vest with each participant after

that date:

Name of participant Number of shares

- First measurement period Second measurement period
John Bole 1,354 5,278
Stephen Cross 1,393 _ 5,432
David Thomas - 1,138 4,438
Ross O'Neill 1,338 4,438 :_

TOTAL - 5,223 : 19,586

Therefore, within the next 12 months Contact may, if the performance hurdles are met, provide financial assistance in connection
with the acquisition of the above Contact shares under the LTI Scheme. The financial assistance will take the form of:

s The purchase of up to the above number of shares on-market for the benefit of each participant. The exact price or
prices to be paid for shares acquired cannot be quantified in advance as it depends on the share price at the date of
purchase. However the total amount of-the price and number of shares will be disclosed in or together with each
subsequent Annual Report. '

» Payment of the ongoing operating costs of the LTI Scheme, including brokerage costs. Although the exact amount of
operating costs cannot be quantified in advance, it is estimated that such costs will be approximately $1,000 to $2,000
(excluding GST) per annum. These costs will be disclosed in or together with each subsequent Annual Report.

On 24 August 2006 Contact’s Board resolved to, subject to satisfaction of the relevant performance hurdles, provide the

financial assistance to those executives participating in the LTI Scheme and for the LTl Scheme’s ongoing administration

costs. The Board resolved that: .

o giving the.financial assistance is in the best interests of Contact and is of benefit to those shareholders not receiving the
assistance;

« the terms and conditions under which such financial assistance is to be given are fair and reasonable to Contact and
those shareholders not receiving the assistance; and

« immediately after giving the assistance, Contact will be able to pay its debts as they become due in the normal course of .
business and the value of Contact’s assets will be greater than the value of its liabilities including contingent liabilities.
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The reasons underlying the directors’ conclusions in the above resolutions are that:

Substantial Security Holders Disclosure

giving the assistance is in the best interests of Contact, and is of benefit to those shareholders not receiving the
financial assistance, because it increases the alignment of parti:cipants and shareholders and rewards participants for
the creation of shareholder wealth, and therefore incentivises the participating executives to help ensure that Contact
performs for the benefit of all its shareholders;

N

the terms and conditions are falr and reasonable to Contact and to those shareholders not receiving the assistance
because the costs of the LTI Scheme are relatively small and are outweighed by the benefit of alignment of interests that
is achieved. In addition the shares will be purchased on-market and therefore no dilution of existing shareholder
interests will arise, the purchase is unlikely to have any impact:on the share prlce and any signalling effect from the
purchase is Ilkely to be minimal; and

schemes of this kind are considered to be normal practice in New Zealand, with many orgamsatlons providing Incentive
schemes to their senior executive staff. Such schemes are recognised as appropriate practices in ensuring key talent
retention in the New Zealand market. l

As at 1 August 2006 the following persons had notified the company in accordance with the Securities Markets Act 1988

that they were currently substantial security holders in the company..

Substantial security hotder Nature of relevant interest Number of shares

Origin Energy New Zealand Limited and its related bodies corporate Shareholder 296,153,144
{including Origin Energy Limited and Origin Energy Vic Holdings Limited)

The total number of shares of Contact as at 1 August 2006 was 576{633,982. All of these shares are voting securities,

-The 27,316,018 shares held by the company as Treasury Stock wcrelcancellcd on 8 |une 2006.

1
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incom e Stateme nt 7 o . Ci;ntact En(;rgy Limited and Subsidiaries

For the Year Ended 30 Jure 2006 ' Group Group Parent Parent
12 Months 9 Months 12‘Months 9 Months
. ' Ended Ended Ended Ended
- 30 June 2006 30 June 2005 30 June 2006 30 June 2005
Note 5000 $000 $000 §000

Operating Revenue - o ' . .
Wholesale Electricity Revenue ) 1,046,233 459,833 1,042,642 451,609
Retail Electricity Revenue - : . 1,080,445 728,387 816,995 528,245
Gas Revenue 184,320 116,725 267,793 176,781
Steam Sales . - 9,017 6,500 9,017 6,500

Other Revenue ‘ - ) _ 10,108 _ 7.706, 31,718 - 15,458
2,330,123 1,319,151 2,168,165 1,178,593

Operating Expenses

Retail Electricity Purchases : ) , : {(778,905) (320,886}~ (629,042) {243,749)
Electricity Transmission and Distribution ’ (424,387) (289,275} (322,562) {216,409)
Gas Purchases and Transmission ‘ l {354,483) ﬁ90,415_} {437,630) {249,658)
Labour Costs ‘ - " (59,866) (43,084} (59,193) {41,836)
Other Operating Expenses 3 {155,526} {108,649} . {139,432) {222,539)
' . (1,773,167) (52,309}  (1,587,859) (974,191)
Earnings Before Net Interest Expense, ‘ ‘
Tax, Depreciation, Amortisation and
Financial instruments (EBITDAF) ) 556,956 - 366,842 580,306 204,402
Depreciation | 15 (133,229) (94,304 (132,316) (91,871)
Change in Fair Value of Financial Instruments 14 8,699 ' . 9,016 -
Equity Accounted Earnings of Associate, ) 20 4,422 . 534 - -
Gain on Disposal of Subsidiaries 19 33,399 . - 32,894 ‘ -
(86,709) (93,770) (90,406) (91,871)
Profit Before Net Finance Expenie and Income Tax 470,247 273,072 . 489,900 . 112,531
Finance Expense ‘ ' (82.877)  (63.864) (82,036) (61,831)
Interest Income : 15,315 . 4,380 15,961 7,679
Net Finance Expense - : (67,562) (59,485) (66,075) (54,152)
Profit Before lnécme Tax - 402,685 213,588 423,825 58,379
Income Tax Expense 4 (121,817) 65,793) . (127,587) (9,404)
Profit for the Period ' 280,868 147,795 296,238 48,975
Adjusted Earnings Per Share (Cents) ‘ 9 41,91 ©25.63 44,62 - 849
Earnings Per Share (Cents) 48.71 25.63 51.37 8.49

(1) Adjusted Earnings Per Share excludes Gain on Dispesal of Subsidiaries and Change in Fair Value of Financial Instruments.

The accompanying notes form an integral part of these financial statements.
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statement of movements in equity| P

For the Year Ended 30 June 2006 | Group Group Parent Parent
! 12 Months 9 Months 12 Months 9 Months
| Ended Ended Ended Ended
30 June 2006 30 June 2005 30 June 2006 30 June 2005

Note $000 $000 $000 $000

Profit for the Period 280,868 147,795 296,238 48,975

Movement in Foreign Currency Translation . '

Reserve o 6 | (940) 1,099 - -

Movement in Asset Revaluation Reserve 6 ! 3,842 - 3,842 (193,414)

Movement in Cash Flow Hedge Reserve 6 ‘ 12,700 - 12,700 -

Movement in Deferred Tax Liability attributable

to Equity. : 6 : - 57,966 . - 57,966

Total Recognised Revenues and Expenses 296,470 206,860 312,780 (86,473)

Ordinary Dividends Paid 8 ) (115,326 92,262) {115,326) (92,262}

Movements in Equity for the Period 181,144 114,598 192,454 (178,735)

Equity at Start of the Period i 2,380,588 2,265,990 2,359,320 2,538,055

.Adoption of NZIAS 39 - Financial Instruments L 19,489) - (17,983) ) -

Restated Equity at Start of the Period 2,371,099 2,265,990 2,341,337 2,538,055

Equity at End of the Period ' 1 2,552,243 2,380,588 2,538,791 2,359,320

. 1
The accompanying notes form an integral part of these financial statements.
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ba la nCE Sh@@t | . . : Comact. Energy Limited and Subsidiaries |

As a1 30 fune 2006 . . ' Group ’ Group Parent Parent

30 lune 2006 30 lune 2005 30 June 2006 30 June 2005

) _ Note $000 -~ $000 $000 ° 5000
SHAREHOLDERS' EQUITY 6 2,552,243 2,380,588 2,538,790 2,359,320
Represented by: )
Current Assets
Short Term Deposits T 10 282,819 -M,lo}ln 282,819 38,271
Receivables and Prepayments 12 230,582 214,574 " 206,340 209,779
Taxation Receivable ’ e 3,827 T 16,516
Inventories 13 29,916 30,442 29,916 30,442
Derivative Financial Instruments 14 3,946 - 3,940 ’ -
Total Current Assets ' | 554,818 293,277 523,015 295,008
Nen-current Assets B
Property, Plant & Equipm_ent ' . 15 3,829,153 3,891,603 3,829,153 3,822,761
Goodwill ' 16 178,778 178,778 123,307 123,307
Investments in Subsidiaries 18 - - + 63,467 63,467
Investment in Associate o 20 8,900 3,984 1,579 1,579
Deferred Taxation 5 - 704 - -
Derivative Financial Instruments - 14 - 4,572 ' s 4,572 - -
Other Non-current Assets 3,346 13,054 3,346 13,054
Total Non-current Assets ’ 4,024,749 4,088,123 4,025,424 4,024,168
TOTAL ASSETS o . 4,579,567 4,381,400 4,548,439 4,319,176

. Current Liabilities

Borrowings . . 23 20,948 25,188 15,803 17,409
Payables and Accruals ) 21 264,519 219,714 255,854 220,832
Taxation Payable - - 549 -
Provisions . . 227 T 5,164 9,692 5,164 o 9,692,
Derivative Financial Instruments ' 14 4,973 - 4,973 L
Total Current Liabilities _ 295,604 254,594 282,343 247,933
Non-current Liabilities
Borrowings ) 23 869,818 1,056,664 " 869,818 1,025,305
Provisions ~ 2'2 20,756 22,002 20,756 22,002
Deferred Taxation ‘ 5 678,648 663,505 678,280 664,616
Derivative Financial Instruments ' 14 158,451 - 158,451 -
Other Non-current Liabilities . X 4,047 4,047 ’ - -
Total Non-current Liabilities ' 1,731,720 1,746,218 1,727,305 1,711,923
TOTAL LIABILITIES ' : 2,027,324 2,000,812 2,009,648 1,959,856

NET ASSETS : 2,552,243 2,380,588 2,538,791 2,359,320

The Directors of Contact Energy Limited authorised these financial statements for issue.
On behalf of the Board

L

Grant King : Phil Pryke
CHAIRMAN, 24 August 2006 ' DEPUTY CHAIRMAN, 24 August 2006

The accompanying notes form an integral part of these financial statements.
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“statement of cash flows

Contact Energy Limited and Subsidiaries

|
R
|
l

F‘or the Year Ended 30 june 2006 Group Group Parent Parent
12 Months . 9 Months 12 Months 9 Months
Ended Ended Ended Ended
30 June 2006 30 June 2005 30 June 2006 30 June 2005
Note _ $000 $000 $000 $000

CASH FLOWS FROM OPERATING ACTIVITIES i

" Cash Provided from:

Receipts from Customers 2,320,557 1,265,233 2,149,227 1,124,081
interest Received ' o 11,795 ’ 5,139 11,795 4,149
Associate Dividends Received 260 - 260 -

b —

2,332,612 1,270,372 2,161,282 1,128,230
. Cash Applied to:

Payments to Suppliers and Employees (1,726,680) (887,697) (1,555,409) {788,992)

Taxation Paid (93,255) (145,788} (87,754) (98,225)
Interest Paid ‘ : (81,754) (61,978) - (80,433) (60,549

' _ (1,901,689) (1,095,463}  ({1,723,596) (947,766)
Net Cash Inflow from Operating Activities 1" _ 430,923 174,909 437,686 180,464

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Provided from:

Proceeds from Disposal of Property, Plant & fquipmcnt o - 1,241 - 1,241
Proceeds from Disposal of Subsidiaries ) ! . 70,483 E 70,483 ) -
Loan from Associate i 1,142 801 - -
Repayment of Loan to Investee i 126 A ) 126 . T -
i 71,751 2,042 70,609 1,241
Cash Ap'.plied to: ‘
Purchase of Property, Plant & Equipment {133,799) (68,937) (133,799) - 167,935}
Purchase of Investments ] - - . - {2,701}
Loan to Investee - . : - (250} - (250)
Advances to Subsidiaries o i - - - (6,713)
’ {133,799) (69,187} (133,799) (77,619}
Net Cash (Qutflow) to Investing Activities ) (62,048) (67,145) (63,190) . {76,378)
CASH FLOWS FROM FINANCING ACTIVITIES -
Cash Provided from: i A
Gross Proceeds from Borrowings i - 81,448 - 81,448 .
- 81,448 - 81,448
Cash Applied to: . '
Ordinary Dividend paid to Shareholders 8 | - (115,326) {92,262 {115,326) . {92,262}
Supplementary Dividend paid to Shareholders 8 {12,455) (9,846) (12,455) - (9,846}
Gross Repayment of Borrowings - (131,448) - {131,448).
: Repayrﬁent of Finance Lease Liability ' 1. {1,186) = {3,300 (7) -

' (128,967)  (236,856) (127,788}  (233,556)
Net Cash (Outflow) to Fihancing Activities : {128,967} (155,408) (127,788) {152,108)
Net Increase / {Decrease) in Cash Balance : 239,908 (47,644) - 246,708 {48,022)
Add: Cash and Cash Equivalents at the Start of the Period 34,896 82,540 28,272 76,294
Cash and Cash Equivalents at the End of the Period 10 274,804 34,896 274,980 28,27i

i
; |
The accompanying notes form an integral part of these financial stlatements..
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for the year ended 30 June 2006

1. statement of accounting policies

Reporting Entity

Contact Energy Limited (the Company) is a company domicited in New Zealand, registered under the Companies Act 1993
and listed on the New Zealand Stock Market (NZSX). The Company is an issuer in terms of the Financial Reporting Act 1993,
The Consolidated Financial Statements of the Company for the year ended 30 June 2006 compruse the Company and its
subsidiaries {together referred to as Contact) and Contact's interests |n associates.

Contact is a diversified and integrated energy company, focusing on the wholesale generation of electricity and the retail
sale of electricity and gas, and related services in New Zealand.

Statement of Compliance

The Consolidated Financial Statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Practice (NZGAAP). They comply with the New Zealand Equivalent to International Financial Reporting
Standards (NZIFRS), and other applicable Financial Reporting Standards, as appropriate for profit-orientated entities.

These are Contact’s first NZIFRS Consolidated Financial Statements and NZIFRS 1 First-time Adoption of New Zealand
Equivalents to International Financial Reporting Standards (NZIFRS 1) has been applied.

Contact changed its balance date from 30 September to 30 June effective 30 June 2005. Contact implemented NZIFRS with
effect from 1 July 2005. Contact’s date of transition to NZIFRS was 1 October 2004 and therefore for the twelve month
period ended 30 June 2006, only a nine month comparative period {1 October 2004 to 30 ]une 2005) has been retrospectively
restated in accordance with NZIFRS 1.

Contact's date of transition to accounting for financial instruments in accordance with NZIFRS was 1 July 2005, Contact
has taken advantage of the exemption available in NZIFRS 1 not to restate comparatives for NZIAS 32 Financial Instruments:
Presentation and NZIAS 39 Financial Instruments: Recognition and Measiurement,

Contact has chosen to early adopt NZIFRS 7 Financial Instruments: Disclosures with effect from 1 July 2005.

An explanation of how the transition to NZIFRS affected the reported financial position and financial performance of Contact
is detailed in Note 30. This note includes reconciliations of previous NZGAAP to NZIFRS for equity as at 1 October 2004
(being the date of transition) and 30 June 2005, together with a reconciliation of profit for the nine months ended 30 June
2005. It also details the impact of adoption of NZIAS 39 Financial Instruments: Recognition and Measurement on 1 July 2005,

Basis of Preparation
The functional and reporting currency used in preparation of the Consolidated Financial Statements is New Zealand dollars,
rounded to the nearest thousand. :

The Consolidated Financial Statements are prepared on the historical cost basis except as modified by the valuation of
certain assets and liabilities. The following assets and liabilities are stated at their fair value: property, plant & equipment
and derivative financial instruments. Recognised assets and liabilities that are hedged in a fair value hedging relationship

" are stated at fair value in respect of the risk that is hedged.

" The preparation of Consolldated Financial Statements in conformity with NZIFRS requires management to make judgements,

estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and
expenses. Actual outcomes may differ from these estimates. '

These Consolidated Financial Statements have been prepared in accordance with NZIFRS that are effective or available for
early adoption at Contact’s annual reporting date, 30 June 2006.

The preparation of the Consolidated Financial Statements in accordance with NZIFRS resulted in changes to the accounting
policies previously reported in Contact’s Annual Report for the nine months ended 30 June 2005 under previous NZGAAP.
The accounting policies set out below have been applied consistently to all periods presented in these Consolidated
Financial Statements. '
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Basis of Consolidation

i _ Subsidiaries : o ‘

| Subsidiaries are those entities controlled, directly or indirectly.’by the Company. The purchase method of accounting is
: used to account for the acqtiisition of subsidiaries by antact. Identifiable assets acquired and liabilities and contingent
| liabilities assumed in a business combination are measured initi?lly at their fair values at the acquisition date,

| irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of Contact’s
| . share of the identifiable net assets acquired is recorded as goodwﬂf If the cost of acquisition is less than the fair value
of the net assets of the subsidiary acquired, the difference is recognlsed directly in the Income Statement.

Associates.

Associates are entities in which Contact has significant mﬂuence. but not control, over the operating and/or financial
policies. Assomates are reflected in the Consolidated Financial Statements by applying the equity accounting method.
The equity gccountmg method recognises Contact’s share of thle current period retained surpluses or deficits in the
Consolidated Income Statement and its share of post acquisition increases or decreases in net assets in the Consolidated
Balance Sheet. ' {

Jointly Controlled Assets . w .

Jointly controlled assets are joint arrangements with other par}les in which Contact jointly controls or owns one or
more assets and is consequently entitled to a share of the future economic benefits through its share of the jointly
controlled asset. Contact’s share of the assets, liabilities, outputs (revenues) and expenses of jointly controlled assets is
mcorporated into Contact’s Consolidated Financial Statementsjon a proportionate line-by-line basis.

Acquisition or Disposal Dunng the Period
Where an entity becomes or ceases to be part of the consolldated Contact group during the period, the results of that

entlty are included in the consolidated results from the date of‘ acquisition or up to the date of disposal.
’ |
Transactions and Balances Eliminated on Consolidation |

The effects of |ntra-group transactions and balances are eliminated in preparing the Consolidated Flnanmal Statements. .

Prupeny. Plant & Equipment ' T !

Initial Recording . ‘ .
The cost of purchased property, plant and equipment is the value of the consideration given to acquire the assets and
the value of other directly attributable costs, whlch have been[ incurred in brlnglng the assets to the location and
condition necessary for their intended service. ‘

The cost of assets constructed by Contact, including capital work in progress, includes the cost of aII materials used in
construction, direct labour specifically associated, resource management consent costs, and an appropriate proportion
of variable and fixed overheads. Financing costs on uncompieted capital work in progress are capitalised at the specific
project finance interest rate, where these meet certain time and monetary materiality limits. Costs cease to be
capitalised as soon as the asset is ready for productive use and do not include any inefficiency costs.

Where an item of property, plant and equipment comprises ma]or components having different useful lives, they are
accounted for as separate items of property, plant and eqmpment

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for-
separately, including major inspection and overhaul expendlture. is capitatised. Other subscqucm expenditure is
capitalised only when it is probable the future economic beneﬁts embodied in the item of property, plant and

- equipment will flow to the entity and can be reliably measured All other expenditure is recognised in the Income
Statement as an expense as incurred,

Revaluations
Contact’s generation plant and equipment {including land and buildings) and capital work in progress are stated at fair
value as determined on transition to NZIFRS and subsequently’ every three years by an mdependent valuer, with interim
revaluations where there is deemed to be significant change to' the valuation of these assets. The basis of the valuauon
is the net present value of the future earnings of the assets, excluding any reduction for costs associated with
restoration and environmental rehabilitation. Any increase in the value is recognised directly in equity. Any decrease i in
value that offsets a previous increase in vatue of the same asset is charged against reserves in equity, any other
decrease in value is charged to the Income Statement.
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Leased Assets _ _ _
Leases in which Contact assumes substantially all the risks and rewards of ownership are classified as finance leases. Any
asset acquired by the way of finance lease is stated at an amount equal to the lower of its fair value or present value of
the future minimum lease payments at inception of the lease.

Depreciation

Depreciation is charged to the Income Statement on a straight line basis so as to allocate the cost of the assets, or the
revalued amounts, less estimated residual value, over their expected remaining useful lives. The range of annuat
depreciation rates for each classification of asset are:

Generation Plant and Equipment {(including buildings) 110 33%
Other Buildings and Improvements 1 to 18%
Leased Generation Plant ' 4%

Other Plant and Equipment 1to33%

_Asset residual values and useful lives are reviewed, and adjusted if appropriate, at each Balance Sheet date.

0il and Gas Exploration and Evaluation Expenditure
Exploration and evaluation expenditure is accounted for in accordance with the area of interest method. The application of
this method is based on the partial capitalisation model closely aligned to the ‘successful effort’ approach.

All oil and gas exploration and evaluation costs, including directly attributable overheads, general permit activity,
geological and geophysical costs are expensed as incurred except the cost of drilling exploration wells and the cost of
acquiring new interests. The costs of drilling exploration wells are initially capitalised pending the determination of the
suqcesé of the well. Costs are expensed where the well does not result in a successful discovery. ‘

Capitalised costs are reviewed at each reporting date to determine whether economic quantities of reserves have been
found or whether further exploratlon and evaluation work is underway or planned to support the continued carry forward
of the capitalised costs.

Upon approval for the commercial development of a project, the accumulated expenditure is transferred to oil and gas -
development assets.

Oil and Gas Assets

Development Assets

The costs of oil and gas assets in the development phase are separately accounted for and include transferred
exploration and evaluation costs, all development drilling and other subsurface expendlture, surface plant and
equipment and any associated land and buildings. When production commences the accumulated costs are transferred
to producing properties. ‘

Producing Properties

The costs of oil and gas assets in production are separately accounted for and include transferred exploration and
evaluation costs, transferred development costs and the ongoing costs of continuing to develop reserves for production
and to expand or replace plant and equipment and any associated land and buildings. These costs are subject to
depreciation and depletion in accordance with the Property, Plant and Equipment policy.

Operating Leases
Contact leases certain plant, equipment, land and buitdings. Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as operating leases.

Operating lease payments are representative of the pattern of benefits derived from the leased assets and accordingly are
charged to the Income Statement in the periods of expected benefit.

Research and Development Expenditure
Expenditure on research activities, undertaken with the prospect of gaining new scu:ntnﬁc or technical knowledge and
understanding, is recognised in the Income Statement as an-expense as incurred.

- Expenditure on development activities is capitalised if the process is technically and commercially feasible and Contact has
sufficient resources to complete development. The expenditure capitalised inctudes costs of materials, direct labour and an
appropriate proportion of overheads. Other development expenditure is recognised in the Income Statement as an expense
as incurred, Capitalised development expenditure is stated at cost less accumulated amortisation and impairment losses.
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Development assets are amortised from the commencement of commercial operations on a straight-line basis over the
period of their expected economic benefit. :

Gas Entitlements
Where Contact has take-or-pay gas sale contracts such receipts are recorded as short or {ong term llabllmes respectlvely
depending on the contracted terms applicable to such tranche qualntltles. These liabilities are credited to the Income.

Statement as customers uplift their prepaid gas. 1

Inventories
Inventories are stated at the lower of cost and net realisable value. The cost of materials, consumable supplies and

maintenance spares are determined on a weighted average basis. Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses. '

Accounts Receivable : .
Accounts receivable are recognised initially at fair value and subsequently measured at amortised cost using the effective

interest method, less impairment toss. An impairment loss is recognised when there is objective evidence that Contact will

not be able to collect all amounts due according to the original terms of receivables. The amount of the impairment loss is '
the difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the

effective interest rate. The amount of the impairment loss is recognised in the Income Statement.

Restoration and Environmental Rehabilitation _

Liabilities are estimated for the abandonment and site restoration of areas from which natural resources are extracted.

Such estimates are valued at the present value of the expendltureslexpected to be required to settle the obligation. The cost
primarily represents geothermal field restorations.

Estimations are also made for the expected cost of environmental rehabilitation of commercial sites, which require
feinstatement of conditions resulting from present obligations. The liability is immediately recognlsed when exposure is

identified and rehabilitation costs can be reasonably estimated.

Borrowings
Borrowings are recognised initially at fair value less attributed transaction costs.-

Borrowings designated as hedged items are subject to measurement under hedge accounting requirements. Refer to
accounting policy for Derivative Financial Instruments and Hedglng :

Discounts, premiums, prepaid interest and borrowing costs such ai origination, commitment and transaction fees are
amortised to interest expense on a yield-to-maturity basis over ther period of the borrowing. Any difference between the
cost and redemptlon value is recognised in the Income Statement over the period of the borrowings on an effective interest

basns o .

Taxatlon
lncome tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the Income
Statement except to the extent that it relates to items recognised dlrectly in equity, in which case the income tax is

recognised in equity.

Current tax is the expected tax payable on the taxable income for the period using tax rates enacted or substantially
enacted at the Balance Sheet date, together with any adjustment to tax payable in respect of previous years.

Deferred tax is ‘cailpulated using the Balance Sheet liability method; providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The ’
foltowing temporary differences are not provided for: goodwill not deductible for tax purposes, the initial recognition of
assets or liabilities that affect neither accounting nor taxable proﬁlt and differences relating to investments in subsidiaries
to the extent that thcy will probably not reverse in the foreseeable future, The amount of deferred tax provided is based on
the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantially enacted at the Balance Sheet date. !

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related
tax benefit will be realised.
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Employee Benefits
Annual, long service and retirement Jeave benefits estimated to be payable to employees are accounted for on the basis of
statutory and contractual requirements.

Long-term Service Benefits

Contact’s net obligation in respect of long-term service benefits, other than pension plans, is the amount of future
benefit that employees have earned in return for their service in the current and prior periods. The obligation is
calculated using an actuarial technique.

Revenue

Revenue comprises the amounts received and recewable at balance date, for gas, electricity, steam and related services
supplied to customers in the ordinary course of business, including estimated amounts for unread metenng installations.
Other revenue from meter leases is recognised in the Income Statement on a straight-line basis over the term of the lease.
Interest income is recognised in the Income Statement as it accrues using the effective interest rate method.

Dividend income is recognised in the Income Statement on the date that the dividend is declared.

Foreign Cufrencies

Foreign currency transactions are recorded at the exchange rates in effect at the date of the transaction. Monetary assets
and liabilities denominated in a foreign currency are translated at the exchange rates ruling at balance date.

Hedged assets and liabilities are translated at the spot rate with the underlying hedge contract being separatély recorded
on the Balance Sheet at the hedged rate.

Group Companies

The results and financial position of all the group entities {none of which has a currency of a hyperinflationary economy) that
have a functional currency different from the presentation currency are translated into the presentation currency as follows:
« income and expenses for each Income Statement presented are translated at average exchange rates; and

« assets and liabilities for each Balance Sheet presented are translated at the closing rate at the date of that Balance Sheet;

» all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from translation of the net investment in foreign entities, and of
borrowings and other currency instruments designated as hedges of such investments, are taken to the foreign currency
translation reserve account. When a foreign operation is sold, such exchange differences are recognised in the Income
Statement as part of the gain or loss on sale.

Insurance
Contact has property. plant and equipment, which is predommantly concentrated at power station locations that have the
potential to sustain major losses through damage to plant with resultant consequential costs.

To minimise the financial impact of such exposures, the major portion of the risk is insured by taking out appropnate
insurance policies with appropriate counterparties.

Any uninsured loss is charged to the Income Statement in the year in which the loss is incurred.

Derivative Financial Instruments and Hedging

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are periodically
.remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the item being hedged. Contact designates certain derivatives
as either: _

¢ hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge);

» hedges of highly probable forecast transactions (cash flow hedges); or '

« hedges of net investments in foreign operations.

Fair Value Hedge :
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the Income
Statement, together with any changes in the fair value of the hedged asset or liability that are attrlbutab|e to the
hedged risk. :
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Cash Flow Hedge

The effective portion of changes in the fair value of denvatwes‘that are designated and qualify as cash flow hedges are
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the Income
Statement. ' ‘ '

Amounts accumulated in equity are recycled to the Income Statement in the peribds when the hedged item will affect
the Income Statement. However, when the forecast transaction that is hedged results in the 'recognition of a non-
financial asset (for example, inventory) or a liability, the gains ?nd losses previously deferred in equity are transferred
from equity and included in-the initial measurement of the cost of the asset or liability.

- When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point’
remains in equity and is recognised in accordance with the abovc policy when the transaction oceurs. If the hedged
transaction is no longer expected to take place, then the cumulatlve unrealised gain or loss recognised in equity is
recognised immediately in the Income Statement.

Net investment Hedge .

Hedges of net investments in foreign operations are accounted!for similarly to cash flow hedges. Any gain or loss on the
hedging instrument relating to the effective portion of the hed‘ge is recognised in equity, the gain or loss relating to the
ineffective portion is recognised immediately in the Income Statement.

Gains and losses accumulated in equity are included in the Income Statement when the foreign operation is disposed of,

Derivatives That Do Not Qualify For Hedge Accounting
Certain derivative instruments do not qualify for hedge accour}ting. Changes in the fair value of any derivative
instruments that do not qualify for hedge accounting are recognised immediately in the Income Statement.

Goodwill l

Goodwill represents the excess of the cost of an acquisition over the fair value of Contact's share of the net identifiable
assets of the acquired subsidiary/associate at the date of acquisitic:m. Goodwill on acquisition of subsidiaries is included in
intangible assets. Goodwill on acquisition of associates is included in investments in associates. Goodwill is tested annually
for impairment and is carried at cost fess accumulated‘impairmennlbsses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

For the purpose of impairment testing goodwill is allocated to individual cash-generating units to which it relates. Each
cash-generating unit represents Contact's lowest level of assets generating revenue independent of each other.
1

Hmpatrment

The carrying amount of Contact’s assets, other than inventories and deferred tax assets, are reviewed at each Balance Sheet
date to determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is-recognised whenever tllwe carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognised jn the Income Statement unless the a;set is recorded at a
revalued amount. Impairment losses on revalued assets are first tal‘cen to the revaluation reserve if there is a surplus in

respect of that asset. ) !

The recoverable amount of receivables is calculated as the present;value of expected future cash flows, discounted at the
original effectlve interest rate inherent in the asset. {

k1

The recovcrabte amount of other assets is the greater of their net selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value ﬁsing a pre-tax discount rate that reflects current market
assessments of the time value of fnoney and the risks specific to the asset. For an asset that does not generate largely
independent cash flows, the recoverable amount is determined for; the cash-generating unit to which the asset belongs.

Cash and Cash Equivalents .
Cash and cash equivatents includes cash on hand, deposnts held at'call with banks, other short-term highly liquid
investments with ariginal maturities of three months or less, net of outstanding bank overdrafts.

Bank overdrafts are shown within Borrowings in current liabilities on the Balance Sheet.
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Statement of Cash Flows
The following are the definitions used in the Statement of Cash Flows:

« cash is considered to be cash on-hand and current accounts in banks, net of bank overdrafts;
« operating activities include all transactions and other events that are not investing or financing activities;

» investing activities are those activities relating to the acquisition, holding and disposal of property, plant & equipment
and of investments;

« financing activities are those activities, which result in changes in the size and composition of the capital structure of
Contact. This includes both equity and debt not falling within the definition of cash. Dividends paid in relation to the
capital structure are included in financing activities.

" investments

Contact classifies its investments in the following categories: financial assets at fair value through the Income Statement
and held to maturity financia assets. The classification depends on the purpose for which the investments were acqmred
Management determines the classification of its investments at initial recognltlon and re-evaluates this designation at every
reporting date. Co -

Financial Assets at Fair Value through Income Statement

Financial assets may be held for trading or designated at fair value through the Income Statement at inception. A
financial asset is classified as a financial asset at fair value if it is acquired principally for the purpose of selling in the
short term or if so designated by management. Derivatives are also categorised as held for trading unless they are
designated as hedges. Assets in this category are classified as current assets if they are either held for trading or are
expected to be realised within 12 months of the Balance Sheet date.

Held to Maturity
Held to maturity financial assets are stated at amortised cost less impairment losses.

Goods and Services Tax (GST)

The Income Statement and Statement of Cash Elows have been prepared so that all components are stated exclusave of GST.
All items in the Balance Sheet are stated exclusive of GST, with the exception of receivables and payables, which include
GST invoiced. : ' ) :

Changes in Accounting Policies

‘There have been no changes in accounting policies other than the addition of polucnes on ‘0il and Gas Exploration and

Evaluation Expenditure’ and ‘Oil and Gas Assets’.

2. segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different from those of other business segments. A geographical segment is engaged in provid‘ing
products or services in a particular economic environment, where the risks and returns are different from those of
segments operating in other economic environments.

Contact’s primary reporting format is business segments, All business segments are fully integrated within New Zealand.

Contact comprises the following main business segments:

Retail
The retail segment encompasses any activity that is associated with Contact’s suppiy of energy to end user customers as
well as related services. Retail segment disclosures reflect the purchase of electricity at the market spot price.

Wholesale

The wholesale segment encompasses any actwnty that is assoaated with Contact’s generation of electricity or steam and
Contact's sales to the wholesale electricity market. Wholesale segment disclosures reflect the sale of electricity at the
market spot price and are net of the impact of electricity price hedges.

Segment result includes items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Items not directly attributable to, or those that can not be allocated on a reasonable basis to, the retanl or wholesale
. segments are included in the other segment.
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For the Year Ended 30 June 2006

Consolidated
Retail Wholesale Other Total
$000 $000 $000 $000
Segment Revenue 1,271,588 . 1,057,211 1,324 2,330,123
EBITDAF . (134,166) 689,798 1,324 556,956
Depreciation of Segment Assets } (7.553) (116,660} (9,016) (133,229)
Segment Result (141,719) 573,138 (7,692) 423,727
Change in Fair Value of Financial Instruments 8,699,
Equity Accounted Earnings of Associate ' ‘ ' '6;'422
Gain on Disposal of Subsidiaries ! " 33,399
Net finance Expense (67,562)
Income Tax Expense . (121,817}
Profit for the Period 280,868
Segment Assets 349,122 3,911,708 318,737 4,579,567
Segnient Liabilities ‘ 111,819 182,478 1,733,027 2,027,324
Capital Expenditure j’ 6,792 128,702 3,214 138,708 .
] b
l
For the Nine Months Ended 30 June 2005 -
- ) Consolidated
Retail Wholesale Other Total
$000 $000 . $000 $000
Segment Revenue 849,559 467,085 2,507 1,319,151
EBITDAF 97,655 | 262,242 6,945 366,842
Depreciation of Segment Assets {6,235) (82,533) (5,536} '(94.304)
Segment Result fn .#26 179,709 1,409 272,538
Equity Accounted Earnings of Associate 534
Net Finance Expense (59,484)
Income Tax Expense (65,793)
Profit for the Period 147,795
Segment Assets 335,181 3,962,002 84,217 4,381,400
Segment Liabilities 110,638 236,252 1,653,922 2,000,812
éapital Expenditure 12,427 52,405 3,0M 67,903
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3. other operating expenses

Parent

Group Group Parent
12 Months 9 Months 12 Months 9 Months
Ended Ended Ended Ended
) 30 June 2006 30 June 2005 30 June 2006 30 June 2005
Other Operating Expenses include: $000 $000 $000 5000
Auditors’ Remuneration ' )
- Audit Services: Ernst & Young RS 4 - 41
- Audit Services: KPMG 547 420 547 420
- Other Assurance Services: KPMG 291 307 291 " 307
- Qther Services: KPMG {refer note below} - 118 - 118
Directors' Fees 770 542 770 542
Donations 23 216 3 216
Intercompany Writedown Provision - - - 115,400
Proposed “Dual Listed Companies” Expense 8,654 - 8,654 -

During 2005 Auditors' Remuneration for Other Services related to the implementation of International financial Reporting
Standards. These were provided prior to Contact appointing KPMG as auditors of the Contact Energy Group.

4. income taxes

(i) income Tax Expense

Group Group Parent Parent
12 Manths 9 Months 12 Months 9 Months
Ended Ended Ended Ended
30 June 2006 30 June 2005 30 June 2006 30 June 2005
$000 $000 $000 3000
Profit Before Income Tax 402,685 213,588 423,825 58,379
Taxation thereon at 33% - o B 132,886 70,484 139,862 19,265
Plus/(Less) Taxation Effect of:
Permanent Differences
Effect of Different Tax Rates of Associate Operating
in other Jurisdiction (133) (16} - -
(Gain)ll.oss on Disposal of Subsidiaries ) (11,022) 1,305 {10,837) 3,366
Timing Differences no longer Expected to Reverse 1,015 Co- - -
Intercompany Writedown Provision - - - 38,082
Other Permanent Differences 1,841 888 532 {3,077}
Income Tax (Over) Provided in Prior Year (2,770} . 16,868) {1,970} (48,232}
Income Tax Expense - 121,817 65,793 127,587 9,404
Comprised of: o ) _ o o
Current Taxation 104,794 - 110,240 112,51 13,736
Deferred Taxation 17,023 {44,447) 15,066 (4,332)
T RYIYL e

65,793 "
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(ii) Imputation Credits

Group Group . Parent . Parent

12 Months 9 Months 12 Months 9 Months

Ended Ended Ended Ended

30 June 2006 30 lune 2005 30 June 2006 30 June 2005

$000 $000 -$000 $000

Opening Balance Credit / (Debit) , 108,829 (1,165) - -

Imputation Credits Attached to Dividends Paid ) (44,349) (35,637} -7 -

Net New Zealand Income Tax Paid | 96,176 145,631 - -

" Closing Balance Credit | 160,656 108,829 - -
! Group Group
. {30 June 2006 - 30 June 2005
The Imputation Credits are available to Shareholders of the Parent; ' $000 $000

- Through Consolidated Imputation Group 5 160,656 108,829 .

- Through the Parent 1! - -
- Through Subsidiaries - -
Closing Balance Credit 160,656 108,829

5. deferred taxation

{i) Recognised Deferred Tax Assets and Liabilities:

‘ | .
Deferred tax assets and liabilities are offset on the face of the Balalnce Sheet where they relate to entities within a

Consolidated Income Tax Group.

i Assets Assets Liabilities Liabilities
30 June 2006 30 fune 2005 30 June 2006 30 June 2005
Group _ $000 $000 5000 $000
Property, Plant & Equipment - 704 (692,839) (680,867)
Investment in Associate - - (2,370) {895)
Inventories 2,214 2,034 - -
E}nployee Benefits 2,919 1,706 - -
Provisions 10,485 12,599 - -
Financial Instruments . - - (319) -
Other 1,641 1,618 (379) -
Total 17,259 18,961 (695,907) (681,762)
Assets Assets Liabilities Liabilities
30 June 2006 30 June 2005 30 June 2006 30 June 2005
~ Parent $000 $000 $000 _ SPOD
Property, Plant & Equipment - - {692,839)  (680,867)
Investment in Associate - - (174) (174)
Inventories 2,214 2,034 - -
Employee Benefits 2,919 1,706 - -
Provisions 10,091 12,504 °* - -
Financial Instruments - - (319) -
Other 207 181 379 -
Total i - 15,431 (681,041)

16,425 (693,711)
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{ii) Unrecognised Deferred Tax Assets and Liabilities
There are no unrecognised deferred tax assets or liabilities.

(iii} The Movement in Deferred Tax:

Balance  Recognised In  Recognised In Balance

1 October 2004 Income Equity 30 June 2005

Group . . $000 $000 $000 ’ $000
Property, Plant & Equipment (783,979} 45,849 57,966 (680, 164)
Investment in Associate (715} (160) (20 (895}
Inventories 1,122 912 - 2,034
'Employee Benefits 1,019 688 - 1,707
Provisions 15,732 (2,833} - 12,899
Other 1,627 (9) - 1,618
' Total . (765,194) &4, 847 57,946 (662,801}
Balance  Recognised In Recognise;‘l In Balance

} 1 July 2005 Income Equity 30 June 2006

Group ' $000 | $000 -$000 $000
Property, Plant & Equipment (680,164) (12,676} - 692,840)
Investment in Associate (895) {1,249} (226} (2,370)
Inventories 2,034 180 - 2,214
Employee Benefits . . 1,707 1,212 - 2,919
Provisions ' 12,899 (1,159} (1,254) 10,486
Financial Instruments - (2,975) 2,656 (319)
Other . 1,618 {356) - 1,262
Total {662,801) (17,023) o 1,176 o {678,648)
Balance  Recognisedin  Recognised in Balance

1 October 2004 Income Equity 30 June 2005

Parent $000 $000 $000 . $000
Property, Plant & Equipment ' (742,642) 3,810 57,966 {680,866)
Investment in Associate . (74 - - (174)
Inventories . o 516 1,518 - 2,034
Employee Benefits - ) . 966 740 - 1,706
Provisions . 14,231 {1,727 - 12,504
Other . 189 9 - 180
Total (726,914) 4,332 _ 57,966 (664,616}
Balance  Recognised In  Recognised In Balance

1 July 2005 Income Equity 30 June 2006

Parent ) $000 $000 $000 $000
Property, Plant & Equipment (680,866) (11,972) - (692,838)
Investment in Associate (174) - - (174)
Inventories ' 2,034 180 - 2,214
Employee Benefits . 1,706 1,212 - 2,918
Provisions 12,504 (1,159 (1,254) 10,091
Financial Instruments - (2,975) 2,656 (319}
dther 180 (352) - (172)
Total ' (664,616) _ (15,066) 1,402 (678,280
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6. reserves .
s Foreign Curmrency Asset
Translation Revaluation Cash Flow Retained

Share Capital Reserve Reserve  Hedge Reserve Earnings Totat
Group . $000 $000 : 5000 . $000 $000 $000
Balance as at 1 October 2004 780,037 - 1,547,641 : - {61,688) 2,265,990
Profit for the Period ) - - - - 147,795 147,795
Translation of Foreign Operations: .

Exchange Differences Taken to Equity - 658 - - - 658

Transferred to Income Statement - - 461 - - - 461
Movement in Deferred Tax Liability ! :

Attributable to Equity - (20) - - 57,966 57,946
Total Recognised Revenues and 7 :
Expenses ) - 1,099 - - 205,761 206,860
Dividends Paid to Shareholders - - - . - {92,262} {92,262)
Balance as at 30 june 2005 780,037 1,099 . 1,547,641 - 51,811 - 2,380,588
Balance as at 1 ]uh) 2005 780,037‘ 1,099 1,547,641 : - " 51,811 2,380,588
Adoption of NZIAS 39 -

Financial Instruments - - T {18,037) 8,548 (9,489}
Restated Equity as at 1 July 2005 780,037 1,099 | 1,567,641 (18,037) 60,359 2,371,099
Profit for the Period - - - .- ‘280,868 280,868
Cash Flow Hedges: ' .

Gains Taken to Equity . - - , - 18,955 ' - 18,955
Translation of Foreign Operations: ' ] _

Exchange Differences Taken to Equity - (407} - . Lo - (407

Transferred to Income Statement - (307} - . - - (307)
Net Revaluation Increments - - 5,096 .- C - 5,096
Movement in Deferred Tax Liability ) ‘ ' ’

Attributable to Equity . _ - (226} {1,254) {6,255) - (7,735)
Total Recognised Revenues and .

Expenses : ) - . (940) 3,842 12,700 280,868 296,470
Dividends Paid to Shareholders - - - - {115,326) (115,326)
Balance as at 30 June 2006 780,037 159 1,551,483 . {5,337) 225,901 2,552,243
Parent .

Balance as at 1 October 2004 780,037 - 1,547,641 - 210,377 2,538,055
Profit for the Period - - - - - 48,975 48,975
Net Revaluation Increments ' - - {193,414) - - (193,414)
Movement in Deferred Tax Liability : .
Attributable to Equity - Co- - - 57,966 © 57,966
Total Recognised Revenues and |

Expenses ] - - ! (193,414) - 106,941 (86,473)
Dividends Paid to Shareholders - - - - (92,262} {92,262)
Balance as at 30 June 2005 - 780,037 - 1,354,227 - 225,056 2,359,320
Balance as at 1 july 2005 780,037 ' - l 1,354,227 - 225,056 2,359,320
Adoption of NZIAS 35 - ' - ‘

Financial Instruments - - - {18,037} 54 (17,983}
Restated Equity as at 1 July 2005 780,037 - 1,354,227 (18,037} 225,110 2,341,337
Profit for the Period ) - - R - 296,238 296,238
Cash Flow Hedges: ) ' .

Gains Taken to Equity - - - 18,955 - 18,955
Net Revaluation Increments ) - - 5,096 - - 5,096
Movement in Deferred Tax Liability . :

Attributable to Equity - - {1,254) {6,255) o (7,509
Total Recognised Revenues and ; f ' ‘ ‘ .
Expenses - - 3,842 12,700 . 296,238 312,780
Dividends Paid to Shareholders - _ - - - (115,326) (115,326)

Balance as at 30 June 2006 780,037 - 1,358,069 (5,337 406,022 2,538,770
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7.share capital. .

Group Group Parent " Parent

30 June 2006 30 June2005  30June2006 30 June 2005
Authorised and Issued Shares Number Number Number Number
Ordinary Shares
Total Number of Shares 576,633,982 603,950,000 576,633,982 603,950,000
Shares held-as freasury Stock - {27,316,018) - 127,316,018}
Issued Shares o B 576,633,982 576,633,982 576,633,982 576,633,982

All ordinary shares rank equatly with one vote attached to each share. Ordinary shares have no par value and are fully paid.

The Company cancelled 27,316,018 shares held as Treasury Stock on 8 June 2006. With the exception of the Treasury Stock,
there has been no change to share capital during the period.

8. ordinary dividends paid

The Company paid the following fully imputed dividends during the period.

Parent Parent Parent Parent
12 Months 9 Months * 12 Months 9 Months
Ended Ended Ended Ended
30 June 2006 30 June 2005 30 June 2006 30 lune 2005
$000 . $000 Cents Per Share Cents Per Share
- Prior Year Final Dividend . . ‘ 57,663 46,131 10.0 8.0
Current Year Interim Dividend ‘ 57,663 46,131 10.0 8.0
Supplementary Dividend ) 12,455 9,846
Foreign Investor Tax Credit (12,455) {9,846}
Total Ordinary Dividends Paid 115,326 92,262
Current year final dividend on ordinary shares, _
declared subsequent to balance date. Refer to Note 28 92,261 57,663 16.0 10.0
9. earnings per share
Group Group
" 12 Menths 9 Months
Ended Ended
30 June 2006 30 }un_e 2005
Adjusted Earnings Per Share (cents) 41.91 - 25.63
Earnings Per Share (cents) 48.71 25.63

The calculation of basic earnings per share for the year ended 30 June 2006 is based on the profit attributable 16 ordinary
shareholders of $280.9 million (2005: $147.8 million) and a weighted average number of ordinary shares outstanding during
the year ended 30 June 2006 of 576,633,982 {2005: 576,633,982).

The calculation of adjusted earnings per share for the year ended 30 June 2006 is based on the profit attributable to
ordinary shareholders excluding the gain on disposai of subsidiaries and the change in fair value of financial instruments.

The difuted earninés per share calculation is not different from the basic earnings per share.
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10. cash and cash equivalents including short term deposits

! Group Group Parent Parent
‘ 30 lune 2006 30 June 2005 30 June 2006 30 June 2005
i $000 . 5000 5000 $000
Commercial Paper Po23,9% . - 231,956 . -
Cash Collateral Deposits | 24,363 27,800 24,363 27,800 -
‘Other Short Term Deposits ; 26,500 16,634 26,500 . 10,471
Short Term Deposits ) ; 282,819 44,434 ' 282,819 38,2711
Represented by: . : : . - L .
Restricted Cash ' 24,363 33,963 24,363 27,800
Unrestricted Cash . 258,456 - 10,471 . 258,456 . 10,471
’ . ] 282,8‘I§ 44,634 282,819 38,21
Bank Overdraft {Refer to Note 23) ) (8,015) - (9,538) " {7,839) (9,999)
" Cash and Cash Equivalents in the Statement of Cash Flows i 274,806 34,896 274,980 28,272

Commercial paper has been classified as a held to maturity investment.

As at 30 June 2006, Restricted Cash comprised cash collateral depo%its posted in relation to movements in the fair value of a
Cross currency interest rate swap, }

As at 30 June 2005, the $34.0 million of Groﬁp Restricted Cash comlprised Cash Collateral Deposits ($27.8 rﬁillion) and a Joint
Venture Participant bank account ($6.2 million). The Joint Venture was disposed of during 2006. Refer to Note 17 for details.

1. reconciliation of profit for the pe!riod to cash flows from

operating activities i |
Group Group Parent Parent
’ ’ 12 Months 9 Months 12 Months 9 Months
Ended Ended Ended Ended
30 June 2006 30 June 2005 30 June 2006 - 30 lune 2005 -
$000 .. $000 $000 $000
Profit for the Period : _ 280;868 147,795 296,238 48,975
Items Classified as Investing / Financing !
Gain on Disposal of Subsidiaries : (33,399} - (32,894} -
Other S - 2,056 - 124,592
Non-cash items ‘ .
Depreciation : ' 123,229 94,304 132,316 ~ 91,871
Change in Fair Value of Financial Instruments : (8,699} - (9,016} . -
Bad and Doubtful Accounts - o [ 7,160 4,292 4,484 2,252 .-
Provisions . . 1,704 (3,848) 2,704 {3,181)
Decrease in Deferred Taxation ) - 44,1 5)7 - {1,440)
Equity Accounted Earnings of Associates _ (4,422) (534), - -
Other o 2,398 1,357 1,695 2,362
) ' _ ) 131,370 51,356 132,183 91,884
Operating Cash Profit for the Period . 378,839 201,207 395,527 265,451
‘Mm.rement in Working Capital ) . ’
{Increase) / Decrease in Receivables and Prepayments o {16,806) (58,795) (24,917) (60,117}
Decrease / {Increase) in Taxation Receivable . i 29:255 (33,739) 40,217 - (90,893}
{Increase) / Decrease in inventories - (19) 541 (19) 541
Increase / (Decrease) in Payables and Accruals 39,654 74,436 26,878 74,223
l 52,084 (17,557) 42,159 {76,246}
Movemenf in Other Non-current Assets ' - (8,741) - (8,741}
Net Cash Inflow from Operating Activities 430,923 174,909 437,686 180,464
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12. receivables and prepayments

Group Grnur.; Parent Parent

30 June 2006 30 June 2005 30 June 2006 30 June 2005

) ’ $000 $000 $000 $000

Trade Receivables and Accruals 220,510 206,425 196,268 179,893
Prepayments 8,128 7,875 8,128 7,875
Interest Receivable 1,944 274 1,944 " 22,011
Total Receivables and Prepayments 230,582 ' 214,574 206,340 209;779
Group Group Parent Parent

30 June 2006 30 June 2005 30 June 2006 30 June 2005

$000 $000 $000 $000

Fuel Stocks 10,255 10,726 10,255 10,726
Consumables and Spare Parts 19,661 19,716 19,661 19,716
Total Inventories 29,916 30,442 29,916 30,442

14. financial instruments

Financial Risk Management Objectives

in.the normal course of business Contact is exposed to a variety of financial risks: market risk (including currency risk fair
value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate risk. Contact’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse
effects on Contact’s financial performance. Contact uses derivative financial instruments to hedge these risk exposures.

Fair Value Of Derivative Finandial [nstruments :
The fair values of the significant types of derivative financial instruments outstanding as at 30 June 2006 together with the
designation of their hedging relationship are summarised befow:

Group

Group Parent Parent
Fair Value Fair value Fair Value Fair Value
Hedge Assets Liabilities Assets Liabilities -
Accounting 30 June 2006 30 June 2006 30 June 2006 30 June 2006
Designation $000 5000 $000 $000
Cross Currency Interest Rate Swaps Fair Value Hedge - (155,889) - (155,889)
Interest Rate Derivatives No Hedge 4,452 - 4,452 -
Cross Currency Interest Rate Swaps - Margin  Cash Flow Hedge - (2,355) - (2,355}
Forward Foreign Exchange Derivatives Cash Flow Hedge 3,306 - 3,306 . -
Electricity Price Hedges ) ‘Cash Flow Hedge 754 (5,180} | 754 {5,180)
Total Derivative Financial Instruments 8,512 (163,424) 8,512 (163,424)
Disclosed As:
Current 3,940 (4,973) 3,940 (5,973)
Non-current 4,572 {158,451) 4,572 (158,451)
8,512 (163,424) 8,512

(163,424}

68 contact energy limited financial statements



“The changes in the fair values of financial instruments recognised in the Income Statement and Equity for the year to
30 June 2006 are summarised below:

Group _ Group Parent - Paremt

|
i
{
]
l Income Cash Flow Income Cash Flow
| Statement Hedge Reserve Statement  Hedge Reserve
' 12 Months 12 Months 12 Months . 12 Months
~ Hedge Ended Ended Ended Ended
Accounting l 30 June 2006 30 June 2006 30 June 2006 30 June 2006
Designation ) $000 $000 $000 . $000 .
Cross Currency Interest Rate Swaps Fair Value Hedge ! 58,400 - 58,400 -
) ] .
Borrowings L Fair Value Hedge ' . (58,321). - (58,321} _ -
i 79 R
Interest Rate Derivatives . No Hedge ! 8,033 (539} . 8,033 (539)
Forward Foreign Exchange Derivatives Cash Flow Hedge 180 " 6,089 180 6,089
Cross Currency Interest Rate Swaps - Margin ~ Cash Flow Hedge | - 4,898 ) - 4,898
Electricity Price Hedges Cash Flow Hedge | - 407 8,507 724 . 8,507
Income Tax on Change in Fair Value of ! - ' ’
Financial Instruments Taken to Equity ! - (6,255} - - (6,255)
Total Change in Fair Value of Financial Instruments | 8,699 12,700 9,016 12,700
Movement in Cash Flow Hedge Reserve !
- i .
. i Group Parent
1 30 June 2006 30 June 2006
_ | 5000 $000
Adoption of NZIAS 39 at 1 July 2005 o 18,037) (18,037)
The effective portion of cash flow hedges recognised in the ;
Cash Flow Hedge Reserve’ | (17,141) "{17,141)
The amount transferred from the Cash Flow Hedge Reserve .
to Operating Revenue . 42,162 42,162
The amount transferred from the Cash Flow Hedge Reserve '
to Operating Expenses 28 28
The amount transferred from the Cash Flow Hedge Reserve .
to Change in Value of Financial Instruments .o, 539 {539)
The amount transferred from the Cash Flow Hedge Reserve ‘
to Property Plant & Equipment ! 2,887 2,887
The amount transferred from the Cash Flow Hedge Reserve ] )
to Deferred Taxation o (14,697} ~ (14,697)
Closing Balance ’ (5.337) (5,337)
The ineffectiveness recognised in the Income Statement’
from cash flow hedges 23 ) 23

Risk management is carried out by a central treasury department ['tl’reasury) for interest rate and foreign exchange
exposures. Risk management activities in respect of the electricity '_exposures are undertaken by the Trading Group
(Trading). Both Treasury and Trading operate under policies approJed by the Board of Directors. Treasury and Trading
identify, evaluate and hedge the financial risks in close co-operation with Contact's operating units. The Board provides
written principles for overall risk management, as well as written policies covering specific areas, such as foreign exchange
risk, interest rate risk, electricity price risk, credit risk, use of deri\:ative financial instruments and non-derivative financia!
instruments, and the investment of excess liquidity. 1

Significant Accounting Policies |

Details of significant accounting policies and methods adopted, inciudir)g the criteria for recognition and the basis of measurement
applied in respect of each class of financial asset and financial liability are disclosed in Note 1 to the financial statements,

?
1
|
|
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(a) Market Risk

(i} Foreign exchange risk

Contact is exposed to foreign currency risk as a result of transactions denominated in a currency other than Contact’s
functional currency, New Zealand dollars (NZD). The currencies giving rise to this risk are primarily Australian dollar, US
doliar, Swiss Francs and the Euro. '

Foreign exchange risk arises from future commercial transactions (including interest payments on long-term borrowings
and the purchase of capita! equipment and maintenance), recognised assets and liabilities {including borrowings) and net
investments in foreign operations.

Contact uses forward foreign exchange contracts to manage foreign exchange risk arising from future commercial
transactions and recognised assets and liabilities. To manage the foreign exchange risk arising from the future interest

_payments required on foreign currency denominated long-term borrowings, Contact uses cross currency interest rate swaps
{both fixed to fioating and floating to floating) which convert the foreign currency denominated future interest payments
into the functional currency for the full term of the underlying borrowings. '

Treasuryk is responsible for managing the net position in each foreign currency within approved policy parameters.

Contact has certain investments in foreign operations whose net assets are exposed to foreign currency translation risk.
Currency exposure arising from the net assets of Contact’s foreign operations is managed primarily through borrowmgs
denominated in the relevant foreign currencies.

Forward foreign exchange contracts
‘The aggregate notional prlnmpal amounts of the outstanding forward forelgn exchange contracts at 30 June 2006 was $14.5
million.

The hedged anticipated transactions denominated in foreign currency are expected to occur at various dates between one
month to 2.5 years from the Balance Sheet date. Gains and losses recognised in the cash flow hedge reserve in equity on
forward foreign exchange contracts as at 30 June 2006 wil! be released to the Income Statement at dates when the cash
flow from the underlying anticipated transactions will occur and be recognised in the Income Statement or included in the
cost of any asset acquired. During the year to 30 June 2006, no hedges were de—demgnated and all underlying forecast
‘transactions remain highly probable to occur as orlglnally forecast.

Sens.'rtwty analysis
At 30 June 2006, if the New Zealand dollar had weakened/strengthened by 10% against the currencies with which Contact

" has foreign currency risk with all other variables held constant, post-tax profit for the year would not have been materially
different.
Other components of equity would have been $3.1 million higher/lower, arising principaily from foreign exchange gains/
losses on revaluation of foreign exchange contracts in a cash flow hedge relationship.

(i) Price risk
Contact is exposed to commodity pruce risk primarily from electrlcny To manage its commodlty price risks in respect of
electricity, Contact utilises electricity price hedges where Contact sells and buys electricity forward at a fixed price. -

Electricity price hedges 7

The aggregate notional volume of the outstanding electricity derivatives at 30 June 2006 was 3,695 GWh. _
The hedged anticipated electricity sale transactions are expected to occur continuously for each half-hour period throughout
the next four years from the Balance Sheet date consistent with the forecast generatibr_l over this period. Gains and losses
recognised in the cash flow 'hedge reserve in equity on electricity derivatives as of 30 June 2006 will be continuously released
to the Income Statement in each period in which the underlying sale transactions are recognised in the Income Statement.
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Sensitivity analysis
The following table summarises the |mpact of increases/decreases of the relevant forward prices (for commodities) on
Contact’s post-tax profit for the year and on other components of Fquuty. The sensitivity analysis is based on the
assumption that the relevant market prices had increasedldecrqaséd by 10% with all other variables held constant.

Impact on Post Tax Profit . " tmpact on Equity
Group Group I Parent Parent Group Parent
30 June 2006 30 june 2006 l 30 June 2006 30 June 2006 30 June 2006 30 June 2006
- +H10% 0% +10% o -10% +1-10% +1-10%
$000 5000 | $000 $000 $000 $000
Electricty Forward Price ' 208 - (215) ; 208 (215) 22,251 22,251

l

Post-tax profit.-for the year would increase/decrease as a result of Ctontact‘s risk managemeht policy requiring hedging of
less than 100% of forecast future sales of commodities and some derivative instruments which are valid economic hedges of
these commodity price risks not achieving hedge accounting under NZIAS 39 requirements, Other components of equity would
increase/decrease as a result of the hedging instruments that do ql.'ualify for cash flow hedge accounting under NZIAS 39,

{b) Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial foss to
Contact. Contact is exposed to credit risk in the normal course of business arising from trade receivables, the purchase of
commercial paper and transactions with financial institutions. '

Contact has adopted a policy of only dealing with creditworthy countcrpames and obtaining sufficient collateral where
appropraate as a means of mitigating the risk of financial loss from’defaults Contact minimises its exposure to credit risk of
trade receivables through the adoption of counterparty credit fimits. Derivative counterparties and cash transactions are
limited to high-credit-quality financial institutions and other organisations in the relevant industry. Contact's exposure and
the credit ratings of its counterparties are continuously monitored and the aggregate value of transactions concluded are
spread amongst approved counterparties.

The carrying amounts of financial assets recognised in the BalancerSheet best represents Contact’s maximum exposure 10
“credit risk at the reporting date without taking account of the value of any collateral obtained.

Contact does not have any significant credit risk exposure to any single counterparty or any group of counterparties
having similar characteristics. Concentration of credit risk with respect to trade receivables is limited due to Contact's
large customer base in a diverse range of industries throughout New Zealand. Contact has no significant concentration of
credit risk with any one financial institution. '

{c} Liquidity Risk |
Contact's ability to readily attract cost effective funding is largely.driven by its credit standing.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the spreading of debt maturities

Liquidity risk is monitored by connnuously forecasting actual cash flows and matching the maturity profiles of financial
assets and liabilities.

{d) Interest Rate Risk (Cash Flow And Fair Value)

Contact’s income and operating cash flows are substantially mdependent of changes in market interest rates. Contact is
primarily exposed to interest rate risk as a result of issuing term borrowings at fixed interest rates. Borrowings issued at -
fixed rates expose Contact to fair value interest rate risk. As the mgjority of Contact’s borrowings are issued in foreign
currency, Contact manages the combined interest and foreign currency risk by entering into cross currency interest rate
swaps to convert the proceeds into a floating rate New Zealand doilar exposure. New Zealand Dollar Interest Rate Swaps
are used to convert floating rate exposure into fixed rate t:xpc:osunt't

Cross currency interest rate swaps '
The aggregate notional principal amounts of the outstandung CTDSS Currency interest rate swap contracts at 30 June 2006
were $1,025 million. The cross currency interest rate swaps have been split into two components for the purposes of hedge
designation. The hedge of the benchmark interest rate is designated as a fair value hedge and the hedge of the issuance
margin is designated as a cash flow hedge.. :

The hedged anticipated interest payments are expected to occur at various dates between one month to 12 years from the
Balance Sheet date as a result of the maturities of the underlying borrowings.
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Interest rate swaps
The aggregate notional principal amounts of the outstanding interest rate swap contracts at 30 June 2006 were $1,036
miltion including $230 million of forward starting swaps.

The hedged anticipated interest payment transactions are expected to occur at various dates between one month to nine
years from the Balance Sheet date as a result of the maturities of the underlying borrowings. Gains and losses recognised in
the Income Statement on interest rate swap contracts as of 30 June 2006 will be continuously realised in the Income
Statement in each period in which interest payments are recognised in the Income Statement until the maturities of the
underlying borrowings. '

Sensitivity analysis ' . ,
- AL 30 June 2006, if interest rates at that date had been 100 basis points higher/lower with all other variables held constant,
post-tax profit for the year would have been $17.1 million higher/lower, mainly as a result of the fair value change in
interest rate swaps which are valid economic hedges but which do not qualify for hedge accounting under NZIAS 39, There
* would be no effect on other components of equity.

Non-current Financial Liabilities Contractual Maturities

More than
2006 Carrying 1-2 years 1-5 years 5 years
Group ) Note _ Value $000 $000 $000
Financial Liabilities '
Borrowings . 23 869,424
‘Cross Currency Interest Rate Swaps | 155,889
1,025,313 277,778 160,228 587,307
Finance Lease Liabilities 23 394 172 222 -
1,025,707 277,950 160,450 587,307
More than
2006 : Carrying 1-2 years 2-5 years S years
Parent Note Value $000 $000 $000
Financial Liabilities
Borrowings ‘ 23 869,424
Cross Currency Interest Rate Swaps 155,889 ]
1,025,313 277,778 160,228 587,307
Finance Lease Liabilities 23 394 172 222 -
1,025,707 277,950 160,450 587,307

Given the cross currency interest rate swaps have matched terms with the borrowings it is appropriate to present the net
effective interest rates for the underlying borrowings, cross currency interest rate swaps and overlaid interest rate swaps.

006 ’ ‘ More than
Group And Parent : : 1-2 years . 2-5 years 5 years
Effective Interest Rate . 7.5% 7.2% 6.8%
Fair Values ‘

The carrying amount of financial assets and financial liabilities recorded in the financial statements approximates their fair
values,
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Estimation Of Fair Values ! :
i

The fair values and net fair va!ues of financial assets and financial liabilities are determined as foltows:

« the fair value of financial assets and liabilities with standard terms and conditions and traded on actlve I:qund markets
are determined with reference to quoted market prices;

+ the fair value of other financial assets and financial liabilities are caleulated using market-quoted rates based on
discounted cash flow analysis; and

¢ the fair value of derivative financial instruments are calculated using quoted prices. Where such pnces are not available
use is made of discounted cash flow analysis usmg the appllcable yield curve or available forward price data for the
duration of the instruments ’

Where the fair value of a derivative is calculated as the present value of the estimated future cash ﬂows of the instrument,
there are two key types of variables used by the valuation technlque

« forward price curve {for the relevant underlying interest rates !foreign exchange rates or commadity prices);
+ discount rates ’ '
The selection of variables requwes significant judgement, and therefore there is a range of reasonably possible assumptions

m respect of these variables that could be used in estimating the fa|r value of these derivatives. Maximum use is made of
observable market data when selecting variables and developing assumptions for the valuation technigues.

Capital Risk Management Objectives

Contact’s objectives when managing capital are to safeguard Contact’s ability to continue as a going concern, so that it
"can continue to provide returns for shareholders and benefits for other stakeholders and to maintain an optlmal capital’
structure.

In order to maintain or adjust the capital structure, Contact may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, Contact monitors capital on the basis of the gearing ratio. This ratio s calculated as
net debt divided by total capital.

« Net debt is calculated as total borrowings less short-term deposits. Total borrowings is calculated using a value of
- unsecured loans equivalent to the New Zealand dollar (NZD) principal after the effect of foreign exchange hedgnng of
the borrowings.

= Total capital funding is calculated as ‘Shareholders’ Equity’ as shown in the consolidated Balance Sheet, adjusted for the
effect of the fair value of financial instruments, plus net debt.

. . : |
The gearing ratios at 30 June 2006 and at 30 June 2005 were as follows:

Greup Group
30 lune 2006 30 June 2005
$000 $000

Net Debt
Current Borrowings ’ . f (26.9&8) (25,188)
Borrowings - NZD Equivalent net of foreign exchange hedging ) (1,025,305) (1,025,305}
Other Non-current Borrowings . . (394} (31,359)
Short Term Deposits S 282,819 44,634
o {763,828)  {1,037,418)
Equity ‘ . '
Shareholders’ Equity - : ' . (2,552,243)  (2,380,588)
Remove net effect of fair value of financial instruments after tax . 968 ) -
Adjusted equity I | © . (@,551,275)  (2,380,588)
Total Capital Funding . (3,315,103)  {3,418,006)
Gearing Ratio _ : . " 3% T O30%

<

-
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15. propérty, plant & equipment

Plant and

Equipment )

{including Other Leased Other

Land and Buildings and Generation Plant and Capital Work
Buildings) OtherLand  Improvements Plant Equipment in Progress
at Fair Value at Cost at Cost at Cost at Cost at Fair Value Total

Group : $000 - $000 $000 $000 | $000 $000 $000
Cost or Fair Value '
Balance as at
1 October 2004 3,711,055 19,648 2,611 . 75,429 . 121,790 61,448 3,991,981
Additions 16,483 - 48 - 15,437 35,935 67,903
Transfers {to) / from - .
Capital Work in Progress 12,768 - 34 oo - {12,802) - -
Disposals ‘ (232) - - “ (30} (3,206) {3,468)
Effects of Movements
in Foreign Exchange - - - 1,724 - - 1,724
Balance as at
30 ]une 2005 _ 3,740,074 19,648 - 2,693 77,153 137,197 81,375 4,058,140
Balance as at i
1 July 2005 3,740,074 19,648 2,693 77,153 137,197 81,375 4,058,140
Sale of Subsidiary - - - (75,908) - - - {75.908)
Additions 59,296 - 172 ‘ - 11,776 67,464 138,708
Transfers {(to) / from
Capital Work in .
Progress : 58,788 - - - - (58,788} -
Effects of Movements
in Foreign Exchange - - - (1,245} - - (1,245)
Balance as at ‘
30 June 2006 3,858,158 19,648 - 2,865 - 148,973 90,051 4,119,695
Depreciation and
Impairment Losses
Balance as at . - _
1 October. 2004 ‘ - - (1,392} {5,865} {64,992) : - (72,249)
Depreciation Charge (80,899} - (203} (2,292} {10,910) - (94,304)
Disposals . - - - - - 170 - 170
Effects of Movements '
in Foreign Exchange - - - {154) - - {154)
Balance as at : ' )
30 June 2005 (80,899} - (1,595) (8,311) (75,732) - - (166,537)
Balance as at .
1 July 2005 (80,899) - (1,595) (8,311) (75,732} . - (166,537)
Depreciation Charge (115,865} - (282) o913 (16,169} - (133,229} .
Disposals ’ - - - 9,073 - - 9,073
Effects of Movements
in foreign Exchange - - - 151 - - 151
Balance as at o ‘
30 June 2006 (196,764) - {1,877) - {91,901} - (290,542)
Carrying Amounts .
At 30 June 2005 3,659,175 19,648 1,098 68,842 61,465 81,375 3,891,603
At 30 lune.2006 3,661,394 19,648 988 - 57,072 . 90,051 3,829,153

- —— -
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Generation

3,661,394

Plant and

Equipment

{including Dther Leased Other

Land and Buildings and Generation Plant and Capital Work
Buildings} - Other Land  Improvements Plant Equipment in Progress
at Fair Value at Cost at Cost at Cost at Cost ° at Fair Value Total

Parent $000 $000 $000 $000 $000 $000 $000
Cost or Fair Value ’
Balance as at
1 October 2004 3,450,724 19,648 2,611 - 121,790 ) 48,457 3,643,230 .
Additions '276,814 - 48 - 15,437 48,926 341,225 |
Transfers (to) / from
Capital Work in Progress 12,768 - 34 - - {12,802) -
Disposals ' {232) - - - {30) (3,206} {3,468) '
Balance as at )
30 June 2005 3,740,074 19,648 2,693 - 137,197 81,375 3,980,987
Balance as at . .
1 July 2005 3,740,074 19,648 2,693 - 137,197 81,375 3,980,987
Additions 59,296 - 172 - 11,776 67,464 138,708
Transfers (to} / from
Capital Work in
Progress 58,788 - - - - (58,788) -
Balance as at , )
30 June 2006 3,858,158 19,648 2,865 - 148,973 90,051 4,119,695
Depreciation and
Impairment Losses
Balance as at
1 October 2004 - - {1,392) - (64,992) - (66,384)
Depreciation Charge (80,899} S (203) - (10,769) - (91,871)
Disposals - - - - 29 - 29
Balance as at
30 June 2005 (80,899) : - (1,595) - {75,732) - (158,226}
Balance as at
1 July 2005 (80,89_9) ‘ - {1,595) - (75,732) - {158,226)
Depreciation Charge {115,865) - (282) - (16,169) - (132,316)
Balance as at - _
30 June 2006 {196,764) - (1,877) - {91,901) - (290,542}
Carrying Amounts
At 30 June 2005 3,659,175 19,648 . 1.QQB - 61,465 81,375 3.822.761
At 30 June 2006 988 - 57,072 90,051 3,829,153

19,648
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Generation plant and equipment and capital work in progress carried at fair value
Deloitte revalued the Company s generation assets and capital work in progress at 30 September 2004. Deloitte is an
independent valuer. ‘

Generation assets and capital work in progress were revalued to the net present value of the future earnings of the assets,
on an existing use basis. The valuation of generation assets was $3,711.1 million and capital work in progress $55.9 million.
The revaluation surpluses have been transferred to the asset revaluation reserve (net of applicable deferred income taxes).

_Under the Treafy of Waitahgi Act 1975, the Waitangi Tribunal has the power to recommend, in appropriate ¢ircumstances,
that some of the land purchased from ECNZ and now owned by Contact, be resumed by the Crown in order that it be
returned to the Maori claimants. In the event that the Tribunal’s initial recommendation is confirmed and the land is to be
returned, compensation will be paid to Contact under the provisions of the Public Works Act 1981. :

The carrying amount of generation ptant and equipment and capital wark in progress had they been recognlsed under the
cost model are as follows:

Group Group - - " Parent ' Parer;t

30 June 2006 30 June 2005 30 June 2006 30 lune 2005

. ] . $000 $000 $000 ‘ $000

Generation Plant and Equipment : ) 1,705,341 1,695,307 1,705,341 1,695,307

Capital Work in Progress ' 190,051 81,375 90,051 81,375
h 1,795,392 1,776,682 1,795,392 1,776,682

16. goodwill

For the pﬁrpose of impairment testing all goodwill is allocated to the cash generating unit of Retail. The unit’s impairment
test is based on a discounted cash flow valuation {value in use}. At 30 June 2006 no impairment existed. {2005: ni)

+

17. lnvestment in jomt venture

Interest Held By Group

Name of Entity ’ 30 June 2006 30 June 2005 Principal Activity

- ValCon Joint Venture : - 40% ~ Operating peaking plant in Victoria, Austrélia

On 17 October 2005, Contact disposed of its entire interest in Contact Peaker (NZ) Limited and its 100% owned subsidiary
Contact Peaker Australia Pty Limited. Contact Peaker Australia Pty Limited leased 40% of the generation plant from Valley
Power Pty Limited and was a 40% partner in the ValCon Jomt venture that operated the generation plant (Refer to Note19).
From acquisition to the date of dlsposal the results of the |omt venture were not material in relation to the Contact Energy
Group.
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18. investments in subsidiaries

The Parent’s investments in subsidiaries comprise shares at cost. Su

|

bsidiaries comprise: -

Interest Held
. . Country of
Name of Entity 30 June 2006 30 June 2005 Principal Activity incorporation
Empower Limited _ 100% 100% Electricity Retailer New Zealand
Stratford Power Limited _ 100%  100% Gas Wholesaler New Zealand
Energy Gas Contracts Limited 100%. 100% Gas Wholesaler New Zealand
- Contact Peaker (NZ} Limited - 100% Investment Holding Company ' New Zealand
Contact Avalanche Holdings Limited - 100% Investment Holding Company New Zealand
Contact Australia Pty Limited 100% - 100%- Investment Holding Company Australia
‘Contact Operations Australia Pty 100% ©100% Manages Australian Interests
Limited _relating to operation and
maintenance Australia
Contact Peaker Australia Pty Limited - 100% Investment Holding Company Australia
Contact Finance Pty Limited _ - 100% Australian Finance Company Australia

Effective 13 July 2005, Contact Avalanche Holdings Limited was amalgamated with the Parent entity, Contact Energy Limited.

1
On 17 October 2005, Contact disposed of its 100% owned sub5|d|ar es, Contact Peaker (NZ) Limited and Contact Peaker

Australia Pty Limited. Refer to Note 19. . .
Contact Finance Pty Limited was deregistered on 9 October 2005,

All subsidiaries have a balance date of 30 june.

19. disposal of subsidiaries
On 17 October 2005, Contact disposed of its entire interest in Cont
Contact Peaker Australia Pty Limited. Contact Peaker Australia Pty

act Peaker (NZ) Limited and its 100% owned subsidiary
Limited leased 40% of the generation plant from Valley

Pdwer Pty Limited and was a 40% partner in the ValCon joint venture that operated the generation plant.

The disposal gave rise to a gain on disposal of $33.4 million to the Group,

Summary of the effect of the disposal of subsidiaries:

Group
12 Months
Ended
30 June 2006
$000

Net Assets Disposed
Receivables & Prepayments 205
Property, Plant & Equipment 66,397
Payables and Accruals ! ' l (2,433)
Deferred Taxation ‘ ' (417)
Finance Lease Liability (34,511}
Net Assets? 29,241
Fair Value of‘Derivative Instrument_s Net of Deferred Tax , 8,150
Total Net Assets Disposed ' 37,391 !
Sale Proceeds 70,483 '
Gain on Disposal of Net Assets 33,092
Transfer Foreign Currency Translatlon Reserve on Disposal of Foreign Subsndlary 307
Total Gain on Disposal of Subsidiaries 33,399

1 Prior to recognition of financial instruments in accordance with NZIAS 3%
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20. investment in associate

Interest Held by ‘Group

264,519

Principal Country of
Name qf Entity 30 June 2006 30 June 2005 Activity " Incorporation
'Oakey Power Holdings Pty Limited 25% 25% Electricity Australia
Generation
Group Group Parent Parent
12 Months 9 Months 12 Months 9 Months
Ended Ended Ended Ended
30 June 2006 30.June 2005 30 June 2006 30 June 2005
$000 $000 $000 5_000
_Carrying Value _
Carrying Value at Start of the Period 3,984 3,382 1,579 1,579
“Share of Recognised Revenue and Expenses 4,422 534 - -
Movements Taken to Foreign Currency Translation Reserve 754 68 - -
Dividends Received ' (260) - - -
Carrying Value at End of the Period 8,900 3,984 1,579 1,579
21. payables and accruals
: ' Group "Group Parent Parent
30 June 2006 30 June 2005 30 June 2006 30 June 2005
$000 $000 $000 " $000
Trade Payables and Accruals 245,445 202,048 210,242 163,529
Advances from Subsidiaries - - 26,538 40,135
Employee Benefits 9,763 7,123 9,763 7,123
Interest Payable 9,253 - 10,543 9,253 10,045
Other Payables 58 - 58 -
Total Payables and Accruals 219,714 255,854 220,832
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22. provisions

Group Parent .

Decommission- Decommission-

ing/ | ingf
Restoration Other Total - Restoration Other Total
. ‘ _ $000 5000 $000 - $000 $000 $000
Balance at 1 July 2005 21,698 9,996 31,694 21,698 9,996 31,694
Provisions Made During the Year - 4,234 4,234 - 4,234 4,234
Provisions Used During the Year 77 {5.294) L 15,371) (77) (5,294) {5,371}
Provisions Reversed During o _
the Year o ©(3,799) (2,522) (6,321} (3,799} (2,522) -16,321)
Unwind of Discount Rate 1,684 — 1,684 1,684 - . 1,684
Balance at 30 June 2006 - 19,506 6,414 - 25,920 - 19,506 - 6,414 25,920
Current 750 4,414 | 5,164 750 4,414 5,164
Non-current : 18,756 2,000 | - 20,756 18,756 2,000 - 20,756

19,506 6,414 25,920 19,506 6,414 25,920

Provisions for future expenditures have been estimated and mcludf the abandonment and restoration of areas from which
natural resources are extracted and the expected cost of énvirenmental rehabilitation of commercial sites which require
remediation of conditions resulting from present operations.

Other provisions cover a range of commercial matters, which are the subject of legal privilege and/or confidentiality
arrangements. o _ 1

23. borrowings

This note provides information about the contractual terms of Contact s borrowings. For more information about Contact’s
exposure to interest rate and foreign currency risk refer to Note 14

As Contact has taken advantage of the exemption available in NZIFRS 1 not to restate financial instruments, the

|
comparative information represenls accounting for financial mstruments in accordance with previous NZGAAP, whlch did
not require financial instruments to be recognised at fair value on the Balance Sheet,

Borrowing Group Group Parent Parent .

: . Currency 30 lune 2006 30 June 2005 30 June 2006 30 fune 2005

Current Borrowings Denomination 5000 $000 $000 ~ So00
Bank Overdraft NZD 8,015 9,538 7,839 9,999
Loan from Associate : AUD 4,969 3,323 - -
Other Short Term Loans _ ' : NZD | 7,800 ) 7,410 7,800 7410
Finance Lease Liabifities -NZD/AUD | 164 4,917 ' 164 - -
Total Current Borrowings 20,948 25,188 15,803 17,409
Borrowing Group Group "Parent Pa‘rem

. . . Currency 30 June 2006 30 June 2045 30 June 2006 30 June 2005
Non-current Borrowings : Denomination 3000 $000 $000 $000
floating Rate Medium Term Note ‘ AUD 146,423 < 158,730 146,423 _158.730
Floating Rate Transferable toan Certificate © o ush |, 82,172 L 119,048 - 82,172 119,048
Fixed Rate Senior Notes : uso 640,829 747,527 640,829 747,527
Finance Lease Liabilities NZD / AUD - 394 31,359 394 -
Total Non-current Borrowings ) 869,818 1,056,664 . 869,818 1,025,305
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Secijrity .

Except for finance leases, all of Contact’s borrowingé are unsecured. Contact borrows under a negative pledge
arrangement, which does not permit Contact to grant any security interest over its assets, unless it is an exception
permitted within the negative pledge.

. Credit Facility ' :
Contact has three year evergreen committed credit facilities tatalling $300 million, currently fixed to 31 May 2008.
At 30 June 2006 these facilities were undrawn (30 June 2005: $300 million evergreen facility undrawn). '

Contact has in place a $250 million Commercial Paper Programme. This programme was unutilised.at 30 June 2006 and
30 June 2005.

Finance Lease Liabilities
Future minimum lease payments are as follows:

Grou|.:n ‘ Group Parent + Parent

30 June 2006 30 June 2005 30 June 2006 30 June 2005

$000 $000 $000 $000

Not Later Thar One Year 187 12,291 187 -
Later Than One Year and not Later Than Five Years 419 47,091 . 419 -
‘Later Than Five Years ' _ - . 6,505 - : -
Minimum Lease Payments ) 7 :-‘6-6;_- 65,887 606 .
Future Finance Charges on Finance Leases - : L (48) (29,611) . (48} -

Present Value of Finance Lease Liabilities - 558 36,276 558 -.

The finance leases at 30 June 2006 relate to computer equipment. The finance leases at 30 June 2005 related to leased generation
plant from Valley Power Pty Limited, which was terminated on disposal during the 2006 financial year. Refer to Note 13.

The present value of finance lease liabilities are as follows:

Group Group Parent Parent

30June 2006  30June 2005  30June 2006 30 June 2005

$000 $000 ) $000 $000

Not Later Than One Year 164 4,917 164 . -
Later Than One Year and not Later Than Five Years 394 28,758 ' 394 _ -
Later Than Five Years . _ ; - Too2,60 - -
' 558 36,276 558 .
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24. lcommitments

Capital and Investment Commitments

Commitments in respect of contracts for capltal and investment expenditure at balance date are:

Group Group Parent Parent
$ 30)June2006  30June 2005  30June 2006 30 June 2005
. $000 -5000 © 5000 $000
Not Later than One Year 43,218 66,626 © 43,218 66,626 ~
Later Than One Year and not Later Than Five Years 105,311 92,865 105,31 92,865
Later Than Five years 5,873 22.256 5,873 22,256
Total Capital and investment Commitments 154,402 181,747 154,402 181,747 |

Operating Lease Commitments

The operating leases are of a rental nature and are on normal commen:lal terms and conditions. The majority of the lease

commitments are for biilding accommodation. The remainder relate to vehicles, plant and equipment.

Group Group Parent Parent
" 30 lune 2006 30 June 2005 30 June 2006 30 lune 2005

" 5000 $000 sooo - $000 .

Not Later than One Year- 3,995 3,794 3,995 3,794 :
Later Than One Year and not Later Than Five Years 9,672 9,830 9,672 9,830
Later Than Five yeérs 3,486 4,893 3,486 4,893
Total Operating Lease Commitments _ 17,153 17,153 18,517

Lease Commitments are stated exclusive of GST.

Gas Commitments

Maui Crown Contract

18,517

_ Following the redetermination of the economically recoverable reserves in the Maul Gas FlE|d Contact renegotiated its
Maui Gas Contract with the Crown. As a consequence of that renegotiation Contact is required to make fixed monthly

payments to the Crown until 27 June 2009 for the right to take

gas under the contract. On 27 |une 2009 the Crown is

required to refund those payments to the extent gas take is less than an agreed amount.

Maui Development Limited

A new contract was entered into during the year ended 30 June 2006 with Maui Development Limited. Contact is requlred

to make a fixed payment for 4.9P] by the expiry date of 30 Sept

ember 2006 for the right to take gas under the contract. -

The contract requires Contact to have arrangements in place in order to transport the gas in the Maui pipeline. ' !

Swift Energy New Zealand 1imited
Contact has a contract with Swift Energy New Zealand Limited
’ minimum quantity of gas each year from the TAW field.

Shell New Zealand lelted

;l under which Contact is required to pay for and uplift a

Contact has a contract with Shell New Zealand Limited which was amended in July 2004 as a result of the redetermination i

of the economicaily recoverable reserves in ‘the Maui Gas Field!

" monthly payments over the period 1 October 2007 to 30 June 2010 for the right to take gas under the contract:

OMV New Zeatand Limited

Under the amendment Contact has agreed to make fixed

Contact has a contract with OMV New Zealand Limited giving Contact rights to gas from the Pohokura Gas Field for 5

years from the full commissioning of Pohokura production faci

Iltles Contact is committed to pay fixed fees under the

agreement and may have to pay additional fees if the amount of gas actually uplnfted is less than a specified amount on
each day., The contract requires Contact to have arrangements in place in order to transport the gas in the Maui pipetine.

Gas Transmission Contracts
Contact has contracts with Vector Gas Limited relatmg to the t

committed to pay minimum fees for reserved pipeline capacity!

ransport of natural gas. Under these contracts Contact is
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25. resource consents

Contact requires resource consents (autharisations to use land, water and air) obtained under the Resource Management Act,
1991, to enable it to operate its geothermal, thermal and hydro power stations. The duration of resource consents varies up
to a maximum of 35 years. The current resource consents within which Contact’s power stations operate are due for
renewal at varying times, The renewal dates are fixed by the expiry date of the consent, or, in the case of resource consents
granted under earlier legisiation where there is no expiry date, by the date set by the Resource Management Act 1991.

In 2003 Contact was granted resource consents to operate the Roxburgh and Clyde power stations (subject to certain
conditions) for a period of 35 years. In March - April 2005, the Environment Court heard appeals of the decision granting
the resource consents by interested parties. In July 2005 the Environment Court provided an interim decision, which
substantiafly confirmed the grant of Contact’s consents. . )

In 2004 Contact was granted resource consents to operate the Wairakei and Paihipi power stations (subject to certain.
conditions} for a term to 30 June 2026 {for most consents). The decision grantlng these resource consents is currently
subject to appeal by various interested parties. '

Contact holds resource consents to construct and operate a new 400 MW combined cycle power station at its Otahuhu site
(‘Otahuhu C*) and a 500 MW combined cycle power station at its Stratford site (‘TCC 2°). Contact is working with the
refevant councils to extend the lapse date of the TCC 2 consents to maintain its ability to develop that station,

26. related party transactions

Key Management Personnel
The key management personnel compensations are as follows:

Group Group Parent Parent

12 Months 9 Months 12 Months 9 Months

Ended Ended Ended Ended

30 June 2006 30 June 2005 30 June 2006 30 June 2005

$000 $000 $000 $000

Key Management Personnel Remuneration and Benefits 4,057 2,866 4,057 | 2,866

Parent Company

As at 30 June 2006, Origin Energy Pacific Holdings was the major shareholder in Contact, owning 50.6% of the ordinary
shares of Contact.

Further shares amounting to 0.8% of Contact’s ordinary shares are held by Origin Energy Universal Holdmgs and Origin
Energy New Zealand Limited. All three companies are 100% ultimately owned by Orlgln Energy Limited, an Australlan
incorporated company.

Identity. of Related Parties with whom Material Transactions have Occurred
Notes 17, 18 and 20 identify group entities, associates and joint ventures in which Contact has an interest. All of these
entities are related parties of the Company.

Related parties also include Origin Energy group entities.

Material Related Party Transactions
» Fees paid or accrued to Directors and Officers of Origin Energy for Director Services totalled $0.4 mullmn for the period.

e Advances to/from Subsidiaries [Refer to Note 21) and Loans from Associates (Refer to Note 23) Advances are repayable’
on demand and are interest free. :

-« David Baldwin, Chief Executive Officer of Contact, is seconded to Contact from his employer Origin Energy. During the
year ended 30 June 2006, Contact has reimbursed Qrigin Energy $0.3 million, which includes the cost of his salary, other
employment benefits and relocation expenses.

+ The Parent had transactions with Empower Limited, a 100% owned subsidiary, in respect of electricity charges, network
charges and management fees, which are calculated at arms length,

« The Parent had transactions with Stratford Power Limited, a 100% owned subsidiary, in respect of gas purchases, which
are calculated at arms length. :
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27. contirigent liabilities

|

|

| . !

. There are no known material contingent liabilities (30 June 2005: Nil).
|

]
]

28. subsequent events

| On 25 August 2006, the Directors declared a final dividend for the year ended 30 June 2006 of approximately $92.3 million,
i representing 16.0 cents per share, payable on 21 September 2006. Refer to Note 8. The dividend will carry full imputation
credits for resident shareholders. Non resident shareholders will receive a supplementary dividend of 2.82 cents per share,
which equates to the Non-Resident Withholding Tax Payable.

-29. accounting estimates and judgqlments-

) |
| Contact’s critical accounting policies and estimates in these financial statements are as follows:
‘ .

Generation Plant and Equipment
. The Company s generation plant and equlpment is stated at fair value as determined by an independent valuer. The basis of
the valuation is the net present value of the future earnings of the assets, excluding any reduction for costs associated with
restoration and environmental rehabilitation. The major inputs and assumptions that are used in the valuation model that
require management judgement include sales volume forecasts, projected operational and capital expenditure profiles, '
capaciiy and life assumptions for each generation plant,
Goodwill : E
The carrying value of goodwill is subject to an annual impairment test to ensure the carrying value does not exceed the
recoverable amount at batance date. For the purpose of impairment testing, goodwill is allocated to individual cash-
generating units to which it relates. Any impairment losses are recognised in the Income Statement.

In determining the recoverable amount of goodwill, Contact uses a valuation model to calculate the present value of
expected future cash flows of the cash-generating units, dlscounted at the Company’s weighted average cost of capital.
The major inputs and assumptions that are used in the model that in;-qum*: manage_rnent judgement include sales forecasts,
interest rates, depreciation rates, discount rates and the future price path.
Retail Revenue iI
Management have exercised ludgement in determining estlmated retail sales for unread gas and electricity meters at
" balance date. Specifically this involves an estimate of consumption for each unread meter, based on the customer’s past
consumption history.

Restoration and Enviranmental Rehabilitation !
Liabilities are estimated for the abandonment and site restoration{of areas from which natural resources are extracted.
Such estimates are valued at the present value of the expenditures expected to settle the obligation. Key assumptions have
been made as to the expected expenditures 1o remediate based on the expected life of the assets employed on the sites. The
expected expenditures have been discounted at the Company’s weighted average cost of capital.
' E

Financial Instruments .
Note 14 contains information about the assumptions and the risk factors relating to financial instruments and their

- valuation, including electricity price hedges which are valued with reference to the Company’s financial model for future
electricity prices, Accounting judgements have been made in determining the hedge designation for the different types of
derivatives employed by the Company to hedge its risk exposures ' 3
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30. adoption of international financial reporting standards

In December 2002 the New Zealand Accounting Standards Review Board announced that New Zealand International
Financial Reporting Standards (“NZIFRS™} will apply to all New Zealand reporting entities for the periods cammencing on or -
after 1 January 2007. Entities have the option of electing voluntarily to adopt NZIFRS for periods beginning on or after

1 January 2005. The refease of the international standards on 31 March 2004 and their subsequent adoption in New Zealand
by the Accounting Standards Review Board on 24 November 2004 completed the stable platform of standards giving
reasonable certainty over the requirements of the standards on first time adoption.

Contact has implemented NZIFRS with effect from 1 July 2005. In complying with NZIFRS for the first time, Contact has
restated comparative balances applying NZIFRS. This requires a restatement of opening balances as at 1 October 2004,
incorporating initial transitional adjustments, and the restatement of balances as at 30 June 2005, which will impact net
earnings, cash flow statements and balance sheets as reported through each of the quarters in the 2005 financial year end.
The adjustments that are required for the Balance Sheet as at 1 October 2004 are made directly to Equity. The first financial
statements released by Contact under NZIFRS were for the six months ended 31 December 2005,

Impact on Transition to NZIFRS

The differences between previous New Zealand Generally Accepted Accounting Practice (Previous NZGAAP) and NZIFRS
identified as having a significant effect on Contact's previously reported consolidated financial performance and financial
position are summarised below. This note provides a summary of the impacts resulting from transition to NZIFRS.

The rules for first time adoption of NZIFRS are set out in NZIFRS 1 First-time Adoption ofNew Zealand Equivalents to
international Financial Reparting Standards. -

The impact of transition to NZIFRS from Previous NZGAAP is set out in the tables following. The first tabte details the impact
on Consolidated Equity, Total Liabilities and Total Assets as at 1 October 2004, being the date of transition. The second table
details the impact of the restatement as at 30 June 2005 on the Consolidated Balance Sheet and also the impact on the
Consolidated Income Statement for the nine months ended 30 June 2005. The third table details the impact of adoption of
NZIAS 39 Financial Instruments: Recognition and Measurement on 1 July 2005.

IMPACT ON CONTACT'S EQUITY, TOTAL LEABILITIES AND TGTAL ASSETS ON INITIAL TRANSITION TO NZIFRS AT 1 OCTOBER 2004

Retained )
Share Earnings Total Total Total
] Capital - Reserves 1 (Deficit) Equity Liabilities ' Assets

Group $000 $000 _ $000 $000 $000 - $000
Total Reported under : ' _

Previous NZGAAP 780,037 2,086,082 122,389 2,988,508 1,396,293 4,384,901

NZIFRS adjustments '

Deferred Taxation - (762,271} 39,21 (723,060) 723,060 Co-
Property, Plant & Equipment ' - 219,172 (219,172) - - -
Restatement of f‘oreign Currency .

"Translation Reserve : - 4,658 (4,658) - - -
Employee Benefits - - (415) {415} 415 -
Goodwill - _ - - - - -
Investment in Associate . - - 957 -957 - T 957
Total NZIFRS Adjustments - (538,441) (184,077) {722,518) - 723,475 © 957
Total Restated under NZIFRS )
at 1 October 2004 : 780,037 1,547,641 (61,638) 2,265,990 2,119,868 4,385,858
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EMPACT ON CONTACT'S EQUITY, TOTAL LIABILITIES, TOTAL ASSETS AND PROFIT ON T?ANSlTEON TO NZIFRS AT 30 SUNE 2065

Equity ; Tota! " fotal - - Profit

: {Inc| Reserves) | - Liabilities Assets EBIT For The
Group $000 $000 $000 $000 Period
Total Reported under ) . )
Previous NZGAAP - 3,034,884 1,335,532 4,370,416 265,119 138,183
NZIFRS adjustments ' . . ) ‘
Deferred Tax _ : (663,457) 664,841 1,384 - 1,651
Property, Plant & Equipment . ' - l - - - -
Restatement of Foreign Currency . . ¢ : .
Translation Reserve ‘ T - } - .- . lae1) (461)
Employee Benefits ‘ _ (439) 439 - (25) " (17)
Goodwill ’ © 9,143 - 9,143 9,143 9,143
Investment in Associate ' 457 ‘ .- 457 (704) {704)
Total NZIFRS Adjustments . " (654,296) 665,280 10,984 - 7,953 . 9,612
Total Restated under NZIFRS .
at 30 June 2005 2,380,588 2,000,812 4,381,400 273,072 147,795

Deferred Tax
On transition to NZIFRS the balance sheet method of tax effect accounting was adopted, as opposed to the liabitity method
applied under Previous NZGAAP. In accordance with the balance sheet approach in NZIAS 12 Income Taxes, income tax on
the income statement for the period comprises current and deferred taxes. Income tax IS recognised in the income
statement except t0 the extent that it relates to items recognised dlrectly in equity, or as part of a business combination, in,
which case it will be recognised in equity, or as part of the business combination, respectively.

Deferred tax is provided using the balance sheet method providing for temporary differences between the carrying amount
of assets and liabilities for accounting and tax purposes. A deferre;d tax asset or liability is recognised under NZIFRS for all

temporary differences other than those arising from:" :

e ‘the initial recognition of goodwill; . !
« the initial recognition of assets or liabilities which are not a business combination and at the time of the transactlon,
" affect neither accounting or taxable profit, and;

» undistributed profits from investments in subsidiaries, branches, associates and jaint ventures, where the group is able
to control the timing of the reversal of the difference and it is probable that the reversal will not occur in the
foreseeable future. !

: {
Deferred tax assets and liabilities are measured at the tax rates expected to apply to the period when the asset is realised or
liability is settied based on tax rates that have been enacted or substantlalty enacted by the balance sheet date.

. Adeferred tax asset is recognised under NZIFRS only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised. Deferred tax assFts are reduced to the extent that it is no longer probable
that the related tax benefit will be reatised. : '

The impact on the consolidated entity at 1 October 2004 of the cr]ange in basis, and transitional adiustments; on the .
deferred tax balances is an increase in deferred tax liabilities of $723.1 million, a decrease in asset revaluation reserve of
$762.3 million and an increase in retained earnings of $39.2 miilio’n. For Contact this adjustment primarily reflects the
recognition under NZIFRS of deferred tax liabilities on its revalued generation plant and equipment.

Property, Plant & Equipment
Property, Plant & Equipment continues to be measured at cost (Iess accumulated depreciation and impairment Iossesl
except for generation plant and equipment and capital work in prrogress which is stated at fair value (less accumulated
depreciation and impairment losses) as determined on transition to NZIFRS and supported by independent valuations at
least every three years. Under Previous NZGAAP downward revaluations, below cost, of individual assets were allowed to
be set off in the asset revaluation reserve against upward revaluations of other assets within the same class. When assets
were disposed of, the-balance of the asset revaluation reserve was transferred to retained earnings and did not impact the
gain or loss on disposal in the Income Statement.
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Under NZIFRS, downward revaluations below cost of individual assets are not permitted to be set off in the asset
revaluation reserve against upward revaluations of other assets within the same asset class and are taken directly to the -
“Income Statement,

On transition to NZIFRS at 1 October 2004 an amount of $219.2 million was reclassified from the asset revaluation reserve
to retained earnings, representing the revaluations below cost for specific assets. As the reclassification was between
equity accounts there was no overall impact on total equity.

Restatement of Foreign Currency Translation Reserve
NZIAS 21 The Effects of Changes in Foreign Exchange Rates requires the following in relation to Consolidated Financial
Statements when a foreign operation is a subsidiary:

« . Exchange differences are to be recognised in a separate component of equity

« Ondisposal’of a foreign operation, the cumulative amounts of the exchange differences deferred in the separate
component of equity relating to that foreign operation are recognised in the income statement.when the gain or loss on
disposal is recognised. Previous NZGAAP transferred the cumulative amounts of the exchange differences to retained
earnings on disposal.

In accordance with the election available under NZIFRS 1, the consolidated foreign currency translation reserve balance at
the date of transition of $4.7 million was reset to nil and the Previous NZGAAP balance transferred to retained earnings.

As the reclassification is between equity accounts there is no overall impact on total equity.

Employee Benefits ,

Under Previous NZGAAP Contact recognised a fiability when long service leave vested. In accordance with NZIAS 19
Employee Benefits, long service leave is required to be accrued as it is earned by employees using an actuarial technique to
determine the liability. .
The impact on the consolidated entity of this adjustment on tra'nsition to NZIFRS was an additional liability as at 1 October
2004 of $0.42 million.

Goodwill ‘ :

Under Previous NZGAAP goodwill was amortised on a straight-line basis over the period during which the benefits are
expected to be received up to a maximum of 20 years. Under NZIFRS goodwill is no longer amortised but is instead tested
for impairment. Goodwill should be allocated to cash-generating units {CGU's) and each unit should be tested for
impairment annually. The CGU’s ta which goodwill has been allocated are tested at the eartier of an indication of
impairment for that CGU, or annually, Impairment losses arise when the recoverable amount of that unit is lower than the
carrying amount,

lnvestment in Associate )
Contact’s Investment in Associate has been restated to reflect Contact’s share in the Associate’s net assets that have been
restated as a consequence of implementing International Financial Reporting Standards from 1 July 2005.
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Financial Instruments ~ NZIAS 32 and NZIAS 39 !
IMPACT ON CONTACT'S EQUITY, TOTAL LIABILITIES AND TOTAL ASSETS ON ADOPTION OF NZIAS 33 FINANCIAL INSTRUMENTS:
RECOGNITION AND MEASUREMENT ON 1 JULY 2005 ’
Share Cash Flow Retained
Capital and Hedge Earnings / . .

Reserves Reserve {Deficit) Total Equity  Total Liabilities Total Assets
Group $000 $000 $000 $000 $000 $000
Total Reported under NZIFRS 2,328,777 - 51,811 2,380,588 2,000,812 4,381,400
Adoption of NZIAS 39 - '
Financial Instruments:
Recognition and Measurement )
Derivative Financial Instruments - (18,037} (205,761) {223,793) 235,846 12,048
Borrowings . - ) - 214,201 214,201 (214,201) -
Cash and Short Term Deposits - - 108 108 - 108
Total NZIAS 39 Adjustments . - (18,037} 8,548 (9,489} 21,645 12,156
Total Restated after
NZIAS 39 Adoption 2,328,717 (18,037) 60,359 2.371,099 2,022,457 4,393,556

Contact has taken advantage of the exemption available in NZIFRS 1 not to restate comparatives for NZIAS 32 Financial
Instruments: Presentation (NZIAS 32) and NZIAS 39 Financial Instru’ments: Recognition and Measurement (NZIAS 39).

Under Previous NZGAAP not all derivatives are recognised on the Balance Sheet. When Contact adopted NZIAS 32 and
NZIAS 32 with effect from 1 July 2005 all derivatives were recogni;ed at fair value on the Balance Sheet,
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To the shareholders of Contact Energy Limited

We have audited the financial statements on pages 50 to 87, The financial statements provide mformanon about the past
financial performance and position of the company and group as at 30 June 2006. This mformatlon is stated in accordance
with the accounting policies set out on pages 34 to 60.

Directors' responsibilities

The Directors are responsible for the preparation of financial statements which give a true and fair view of the financial
position of the company and group as at 30 June 2006 and the results of their operations and cash flows for the year ended
on that date.

Auditors’ responsibilities
It is our responsibility to express an independent opinion on the financial statements presented by the Directors and report
our opinion to you.

Basis of opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements.

It also includes assessing: ' 7

» the significant estimates and judgements made by the Directors in the preparation of the financial statements;

» whether the accounting policies are appropriate to the company’s and group’s circumstances, consistently applied and
adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed our audit so as to
obtain all the information and explanations which we considered necessary in order to provide us with sufficient evidence
to obtain reasonable assurance that the financial statements are free from material misstatements, whether caused by
fraud or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements. T

Our firm has also provided other assurance services to the company and certain of its subsidiaries. Partners and employees
of our firm may also deal with the company and group on normal terms within the ordinary course of trading activities of
the business of the company and group. These matters have not impaired our independence as auditors of the company and
group. The firm has no other relationship with, or interest in, the company or any of its subsidiaries.

Unqualified opinion
We have obtained all the information and explanations we have required.
In our opinion: '
o proper accounting records have been kept by the company as far as appears from our examination of those records;
» the financial statements on pages 50 to 87:
- comply with New Zealand generally accepted accounting practice;

- give a true and fair view of the financial position of the company and group as at 30 June 2006 and the results of
their operations and cash flows for the year ended on that date.

Our audit was completed on 24 August 2006 and cur unqualified opinion is expressed as at that date.

M-

Wellington
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" PO Box 10742, Wellington, New Zealand

-investor.centre@contact-energy.co.nz

directo

Head office
Level 1 Harbour City Tower

j

29 Brandon Street, Wellington,
New Zealand

Postal address

Telephone 64 4 499 4001
Facsimile 64 4 499 4003

E-mail - . _
investor.centre@contact-energy.co.nz

Web site
www.contactenergy.co.nz

NZX trading code: CEN
Company number: 660760

Share registrar .
Computershare Investor Services Limited
Level 2, 159 Hurgfmere Road,

Private Bag 92119, Auckland 1020
Telephone 64 9 488 8777

Facsimite 64 9 488 8787

Shareholder inquiries

Inguiries on your shareholding (transactions,
changes of address or dividend payments)
should be made to the Registrar at the

following address:

Computershare Investor Services Limited,

Level 2, 159 Hurstmere Road,

Private Bag 92119, Auckland 1020

Tetephone 64 9 488 8777 Facsimile 64 9 488 8787

Email: enquiry@computershare.co.nz

Changes of address can be advised by email

to emaiIupdate@combutershare.co.nz.

(Please be sure to inctude your shareholder number)

General inquities on the company’s operating and financial
performance should be made to the company at:

Investor Relations Manager
Contact Energy Limited .
PO Box 10742, Wellington, New Zealand

The frant section of this report is printed on Sumo paper, manufactured
under the enviranmental management system 1SQ 14001 using elemental
thiorine free pulp sourced from sustainable well-managed forests.

The firancial section of this report is printed on Advance Laser paper,
manufactured under the environmental management sysiem (50 14001
using elemental chlorine free pulp sourced from plantation forests,

Board of directors

Grant King Chaitman

Phil Pryke Deputy Chairman
Bruce Beéren '
John Milne

Karen Moses

Tim Saunders

Senior management

David Baldwin Chief Executive Officer

Jon Hare General Manager — Corporate D-evelupment .
Kim Josling Chief Financiat Otficer

Jos Kunnen Chief Information Officer '

Ross O"Neill Generat Counse!

David Thomas Genera! Manager — Operations

Mark Trigg General Manager ~ Trading

Tom Young General Manager — Retail Operations

Financial calendar

Final dividend announced 25 August 2006
Last date to register.participation

inthe Share Top Up Plan | 25 August 2006
Record date for final dividend 8 September 2006
Final dividend paid | 21 September 2006
End of first quarter 30 September 2006
Annual Meeting 19 October 2006
Operational report released

for the first quarter ending L

30 September 2006 (anticipated) November 2006

Half-yearend 31 December 2006

Results announced for the

half-year ending 31 December 2006 )
(anticipated) ) February 2007
End of third quarter © 31 March 2007
Operational report released for the

third quarter ending 31 March 2006

{(anticipated) ' April-May 2007
Financial year end ' © 30 June 2007
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